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STATEMENT OF THE CHAIRMAN 


NoveMBER 1959. 
To the Members of the House Committee on Interior and Insular Affairs: 


It is a pleasure for me to present members of the committee this 
report on Puerto Rico by Mr. Robert J. Hunter, entitled ‘“‘A Survey 
of Historical, Economic, and Political Affairs.” 

The report was prepared as background for the committee’s use in 
connection with its consideration of legislation affecting Puerto Rico. 
It meets a need which the committee has felt for several years for a 
firsthand, on-the-spot study of the progress Puerto Rico has achieved 
since enactment of the Commonwealth Act in 1952. 

The immediate usefulness, of course, for the report is in connection 
with several pieces of ce, APT ROK presently before the committee, each 
of which has broad implications on the future of the Commonwealth 
of Puerto Rico, and the comprehensive hearings relating to this 
legislation which have been scheduled for early December in Puerto 
Rico. The report includes the text of the several bills, the views and 
comments that have been received from various executive agencies, 
and a section-by-section analysis of H.R. 9234 by the Library of Con- 
geen, It also includes a study by the Bureau of the Budget on the 

ow of Federal funds into, and receipts from, the Commonwealth of 
Puerto Rico. 

The services of Mr. Hunter were obtained by the committee for 
the specific purpose of making this background study. Mr. Hunter 
is well qualified in this field and while with the committee as a special 
consultant spent several weeks in Puerto Rico to familiarize himself 
with present-day conditions. 

In my opinion, Mr. Hunter has prepared for us an excellent report 
and one which will be of great value to all members. 


Wayne N. Chairman. 
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INTRODUCTION 


The author of this survey has been employed by the House Com- 
mittee on Interior and Insular Affairs to make a special study of Puerto 
Rican affairs. It was hoped that an admittedly nonexpert, yet 
unbiased view, compiled by an “outsider” might help to place the 
whole complex picture in better focus. The ideas expressed and the 
conclusions ventured represent only the independent judgment of one 
who has virtually talked, lived, and breathed with the topic of Puerto 
Rico for 3 brief months. Nevertheless, they are honest views, un- 
clouded by preconceived prejudices or intentioned favoritism. 

Since this survey is intended to provide a rather comprehensive 
and objective background for members of the House Committee on 
Interior and Insular Affairs, topics of concern have included the 
historical evolution of the political development, a brief economic 
overview, and an analysis of current political ferment as it relates to 
pers 9s legislation. In most cases extensive details have been sacri- 

ced for the sake of brevity. On the other hand, reasonable attention 
to a variety of items has seemed vital to a full appreciation of the 
— industrial society of Puerto Rico with its dozens of unre- 
solved problems. 

Because detailed documentation and credit for ideas and other 
information herein presented would take space and detract from the 
express purpose of this paper which is produced only for the informa- 
tion of the U.S. Congress, the author has refrained from such use. 
However, a list of the authors and sources is available, and acknowl- 
edgment of that multitude of contributions is in no way denied. 


PUERTO RICO: A SURVEY OF HISTORICAL, ECONOMIC, AND 
POLITICAL AFFAIRS, 1959 


PART I 
POLITICAL EVOLUTION 


THE SPANISH RULE IN PUERTO RICO 


Since this period of nearly 400 years is important to this discussion 
aac pae ¢ as a frame of reference, the narrative of this colorful inter- 
ude be very brief, limited essentially to pertinent political events. 
Following Christopher Columbus’ arrival on the island in 1493, the 
Spanish first anticipated acquisition of mineral wealth, hence the 
name, Porto Rico, or rich port. The first Spanish Governor General 
for the island was the famous Juan Ponce de Leon. The Europeans 

uickly subdued or absorbed the 30,000 Taino aborigines living on 

e island, and eventually imported African Negroes to do their work. 
The Spanish soon realized that dreams of wealth to be found in the 
New World did not materialize in Puerto Rico, but that its fine harbor 
at San Juan and the generally strategic location made the island an 
ideal military outpost as a refuge for the treasure ships plying the 
Spanish Main. 

Puerto Rico thus began life as a colony, subject to the absolute 
authority of the Governor General and his troops. This condition 
was continued for three centuries, until the brief constitutional periods 
in Spain resulting from the Napoleonic upheavals in Europe. From 
1812 to 1836 Puerto Rico benefited by brief liberal regimes in Spain 
b Lng Sst equal status with that of Spanish provinces on the 

rian Peninsula. However, in 1836, an absolutist return to power 
in Spain resulted in restoration of the role of colony for Cuba and 
Puerto Rico, with their pone definitely one of an inferior and 
subordinate member of the family. A Spanish revolution in 1868 
brought Puerto Rico back into the national councils of Spain, with 
Puerto Rican representatives even helping to adopt the Spanish 
Constitution of 1876. Under the terms of this Constitution, the 
oversea provinces were to be governed in accordance with special 
laws. Finally, in 1897, a charter granting self-government for Puerto 
Rico as an autonomous province of Spain was promulgated. 

When the Spanish colonies in Central and South America revolted 
against the mother country in the early 19th century, Puerto Rico 
remained steadfast in her devotion to the crown, becoming a haven 
for loyalists fleeing from the tottering colonial empire. Population 
on the island spurted rapidly as a result of the flow of Spaniards from 
the homeland, previously diverted to the many colonies, but now 
directed toward Cuba and Puerto Rico. A further influx of French 
swelled the tide as refugees from Haiti and Louisiana remained in 
Puerto Rico. 
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Only in 1868 was a serious attempt made to separate from Spain. 
In that abortive revolt, which was quickly squelched, the bulk of the 
population failed to rally to the cause of the separatists. About 1887 
the idea of self-rule or autonomy became the creed of the Liberal 
Party on the island, and when the Liberals rose to power in Spain in 
1897, the autonomous charter was granted. Under its provisions, 
Puerto Rico would have had full legislative authority for the island, 
fiscal control, and responsibility for the mails, tariffs, and taxes. 
Full representation in the Spanish Cortes was included. Despite this 
belated grant of liberal government to the island, the course of events 
along the road to war between Spain and the United States was rap- 
rey approaching a climax, and the island and its people were destined 
to become pawns in the contest. 


POLITICAL EVOLUTION UNDER U.S. SOVEREIGNTY 


A fair understanding and sympathetic viewpoint toward the people 
of Puerto Rico seems impossible without some effort to analyze their 
aspirations of today in the light of historic perspective. en the 
genesis of a situation and its problems can be determined; when the 
evolution of events flowing from that seedbed can be traced and 
analyzed; then, and only then, can an intelligent evaluation of pres- 
ent circumstance be conscientiously attempted. Therefore, the fol- 
lowing picture of gradual emancipation from the forms of an out- 
dated and ugly colonialism to the energetic ferment pervading the 
island today is vital for one whose lot and duty it shall be to provide 
leadership for decisions often evaded or rejected. 

When the United States occupied the Spanish island of Puerto 
Rico during the Spanish-American War, the doctrine of manifest 
destiny had not yet run its course. With this dogma as a guide 
along with a mili recognition of the strategic value of the island 
and the widespr conviction of our moral duty to extend the 
blessings of liberty to the last remnants of the Spanish Empire, 
our troops were disembarked on the southwest coast of Puerto Rico 
under Gen. Nelson A. Miles, on July 28, 1898. Although Spain had 
only recently granted the autonomous charter to the island, a large 
oes ortion of the — welcomed the U.S. troops as the advance 

arbingers of the liberal institutions and dedication to freedom for 
which this country had become symbolic. As a result of the Treaty 
of Paris proclaimed on April 11, 1899, the United States received 
Puerto Rico by cession, with Congress designated as having the 
responsibility for determining the civil _— and political status of 
its inhabitants. Thus began a period of 61 years, still continuing, 
in which the Puerto Rican people have _—— evolved from 
military occupation toward complete local self-government, and from 
an exclusively agricultural economy to a rapidly diversifying industrial 
and commercial system. 

During the military occupation which lasted about 2 years, progress 
was made in sanitation and public works, legal reforms, and the 
promulgation of the substance of a bill of rights. Islandwide elections 
were held for filling municipal offices under a restricted franchise. 
Almost immediately following the U.S. occupation, leaders net 
the Puerto Ricans began urging a decision upon Congress which woul 
grant ultimate status for the island. For nearly a century under 
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Spain, the same sore issue had festered, so now the time seemed 
propitious to get final determination. In 1899 a mass political 
meeting was held in San Juan, calling upon the United States to 

ant autonomy, statehood, or territorial status while awaiting state- 

ood. However, Secretary of War Elihu Root, in whose department 
the responsibility for governing Puerto Rico had been placed, opposed 
self-government because of political inexperience, suggesting instead 
the sharing of government between U.S. administrators and insular 
leadership. His report laid out the broad outlines for an eventual 
policy as well as defining the legal and moral obligations placed upon 
this Nation by such an unprecedented acquisition of territory. 

In May 1900, Congress ended the military occupation by passing 
the Foraker Act which created a civil government without clarifying 
in any way the basic desire of Puerto Ricans for status. ile 
expressing the intention of keeping Puerto Rico within the U'S. 
political system, the act also illustrated a growing realization that the 
island territory was quite different from previous acquisitions. This 
is readily demonstrated by citing congressional handling of the 
problems of citizenship, trade, and taxes. 

At first the act contemplated a grant of U.S. citizenship, but in 
order to provide immediate revenues for the new insular government, 
a 15-percent tariff was decided row as a temporary imposition. 
Spokesmen argued that a grant of citizenship under such a tariff 
arrangement was inconsistent with the constitutional provision 
requiring uniform taxation. Instead of making the people citizens 
of the United States, it was decided to create a body politic to be 
known as the people of Puerto Rico. 

Although the Foraker Act in many respects was a stopgap, tem- 
porary measure, essentially a compromise between the need to end 
military occupation and the lack of a clear, concise intention in regard 
to Puerto Rico’s future, it did contain features which proved helpful 
to the island, as well as containing others which became the seeds of 
bitterness and frustration. Eventual free trade between the United 
States and the island was provided for, with all customs and duties 
collected on goods entering the island to be refunded to the insular 
treasury. internal revenue provisions of the United States were 
declared inapplicable to the island. Another economic provision, 
destined to become an important item in later years, was section 32, 
which restricted land ownership to 500 acres per corporation or 
individual. 

In thus creating a form of civil government for the people of Puerto 
Rico, Congress gave little regard to the principles of consent of the 
governed or the right of a people to participate in the determination 
of its own affairs. A 2-house legislature was provided for, with the 
smaller body to be appointed entirely by the President of the United 
States, and to include at least 5 Puerto Ricans among its 11 members. 
The President was also authorized to appoint insular supreme court 
judges, all Federal judicial officers for the island, and a Governor. 

his Governor was granted a veto which could be overridden by a two- 
thirds vote of the two houses of the legislature. Congress retained the 
right to annul all laws Fo rwae by the legislative assembly of the island. 
The voters of Puerto Rico were granted the right to send a Resident 


Commissioner to Washington. 
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When the legal status of Puerto Rico under the new Foraker Act 
came before the U.S. Supreme Court for interpretation, the Court 
seems to have followed the pearening Set Puerto Rico, a possession, 
fell within the authority granted to Congress in article IV, section III, 
paragraph 2 of the Constitution: 

* * * Congress shall have power to dis of and make all needful rules and 
oietinns respecting the territory or other property belonging to the United 

In the case of DeLima v. Bidwell, 1901, the Court held that Puerto 
Rico was not incorporated into the United States, but was subject to 
this Nation’s sovereignty as a B ypongevesen All previous Territories 
had been organized and governed as potential States, but both Con- 
gress and the Supreme Court recognized a new situation beginning 
with the acquisition of these distant lands with their large, alien 
societies, lacking in self-governing experience. Thus the Court pre- 
sented some fine legal distinctions to define a new category. For in- 
stance, such explanations as this one were advanced when the Court 
sper for the first time the doctrine of unincorporated territory. 

t said: 

* * * in an international sense Puerto Rico was not a foreign country * * * 
(but) it was foreign to the United States in a domestic sense, because the island 
had not been incorporated into the United States, but was merely appurtenant 
thereto as a possession * * *. 

The Court further explained that such unincorporated territories 
were not to be thought of as future States, and that only certain 
essentials of the Constitution were extended to them. Other test 
cases soon revealed that trial by petit jury, indictment by grand 
jury, and uniform taxation were portions of the Constitution which 
did not apply to Puerto Rico. In substantial reality, the Constitution 
could be suspended in dealing with Puerto Rico and Congress could 
exercise its plenary powers without restriction. In the light of such 
reasoning, there are those who would hold that the Court had bowed 
to political expediency to pal Faerve a situation brought on by our 
first real venture into imperialism. 

It was a great disappointment to the people of Puerto Rico when 
they realized that the first official act on the part of Congress in 
dealing with the island had followed the procedures usually followed 
by an absolute sovereign, for Congress had created a governmental 
structure and had outlined economic and fiscal relationships to be 
followed without any real consultation with the people to be long 
affected. From a position of long-awaited autonomy under Spain, 
briefly won and scarcely realized before the war had suspended it, 
the Puerto Ricans had been forced to regress to a colonial structure 
imposed by a new sovereign, and this one ill prepared by experience 
or moral persuasion for its role. The Puerto Ricans, fully expectin 
a grant of statehood, independence, or local autonomy, were stunn 
by the newest blow to their aspirations. No wonder that the ro- 
mantic dream of complete separation became an ideal to be cherished 
by so many of their people. 

In the years following p of the Foraker Act political agitation 
centered around the denial of U.S. citizenship and some of the more 
obvious colonial features of the political structure. In 1906, President 
Theodore Roosevelt visited the island, after which he and Gov. Beek- 
man Winthrop joined in endorsing a bill by Representative Casper to 
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permit an elective upper house and a cabinet appointed by the Gov- 
ernor with the Senate’s approval. The bill also suggested changing the 
500-acre law to 5,000 acres. The President also continued to reiterate 
his desire that U.S. citizenship should be extended to the inhabitants 
of the island, but Congress failed to heed all of the proposals. 

By 1909, opposition to the Foraker Act had become so widespread 
and organized that the insular house of delegates refused to pass any 
legislation to demonstrate its disapproval of the existing conditions. 
In retaliation for such recalcitrance, Congress enacted the Olmstead 
Act, carrying over the previous year’s Pig eo bills if the legis- 
lature should fail to act. At the same time Representative Olmstead 
began work on revision of the Foraker Act to comply with Puerto 
Rican requests, but after the bill passed the House in 1910, it was 
shelved by the Senate. 

Perhaps using the strategy of making extreme demands to win 
moderate concessions, the Union Party on the island b pressin 
for outright independence and loudly opposing all talk of a conferr 
of U.S. citizenship. In 1912, Representative Jones introduced Jegi 
lation similar to some previously eee reforms. Again the bill 
had the blessing of the President, this time William Howard Taft, 
and that of the island’s appointed Governor, George Coltrin; and 
again the reform bill passed the House, only to die when the Senate 
failed to act upon it. 

By 1913, the War Department’s Bureau of Insular Affairs, charged 
with the administration of Federal programs for the island, had en- 
tered the fray on behalf of liberal changes. Secretary of War Henry 
Stimson had toured the island and had returned to testify before 
congressional committees in 1911 and 1912 in favor of a grant of 
citizenship without envisioning statehood. He could apparently see 
no real inconsistency in granting American citizenship, at the same 
time clinging to the ultimate ideal for Puerto Rico of a practically 
free local self-government. 

President Taft’s message in 1912 resembled the thoughts of Stimson 
when it said: 

* * * T believe the aim to be striven for is the fullest possible allowance of 


legal and fiscal self-government with American citizenship as the bond between 
us. 


However, despite a growing realization on the part of executive de- 
partment officials that the Foraker Act was doomed, the Senate 
shelved Senator Poindexter’s bid for changes in 1913. 

By 1914, Representative Jones and Senator Shafroth had readied 
a new organic act supported by President Woodrow Wilson and the 
insular Governor, Arthur Yeager, but World War I interfered with 
its passage. When the bill was reintroduced in 1916, it received 
favorable consideration by both Houses under the persistent pressure 
of independence talk from the island and the skillful leadership of 
William A. Jones, Horace M. Towner, and Resident Commissioner 
Luis Munoz Rivera. It was hoped by Congress that the grant of 
U.S. citizenship would check the separatist inclinations, but Repre- 
sentative Towner suggested that the implications of its conferral were 
more far-reaching. He said in the debate: 

* * * I venture the prediction that the next constitution of government for 


Puerto Rico will be drawn in San Juan by the people of Puerto Rico rather than 
in Washington. * * *” ft 
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While the Jones-Shafroth Act of 1917 proved to be merely another 
organic act which Congress could change at will, it was helpful as 
another step in the evolutionary process toward self-government. 
As Dr. Fernos-Isern has stated it, 


“Congress continued to be an absolute sovereign * * * albeit a benevolent 
sovereign.” 

The bill’s significant features included a grant of collective citizen- 
ship, an elective senate which would pass upon certain appointments 
by the Governor, who, however, would continue to be a Presidential 
appointee. The auditor, attorney general, and commissioner of edu- 
cation would also be appointed by the President, as well as the judges 
of the insular supreme court. The Governor was given a suspensive 
veto, subject to a two-thirds override, which would then be sent to 
the President who had the power of absolute veto. Congress also re- 
tained the right to annul all insular legislation. Other essentials in 
the bill included a decision to continue the 500-acre land limitation, 
and a reaffirmation of the principle of unincorporation of the Terri- 
tory. A bill of rights prescribed in the act did not include trial by 
jury or indictment by grand jury. 

Not long after passage of the so-called Jones Act an effort was made 
to extend the benefits of the Smith-Hughes Act, providing Federal 
help for vocational education to Puerto Rico, but this vitally needed 
aid failed to get favorable passage. 

No sooner had the new organic act been proclaimed than insular 
agitation resumed for additional concessions. Here it seems well to 
comment, in this respect, that the whole evolutionary history toward 
self-government in the island is punctuated with continuous, unre- 
lenting ferment, agitation, and impatience with congressional con- 
servatism and hesitancy in offering wider latitudes of self-expression 
for the people of Puerto Rico. Leaders and intellectuals on the island 
were invariably years ahead of congressional willingness in their 
eagerness to push rapidly toward their goals. In the immediate post- 
World War I years, complaints were voiced regarding the need for an 
elected Governor and the end of Federal appointments to top cabinet 

sitions and the supreme court. In 1919, a resolution was passed 

y the insular legislature petitioning Congress for a plebiscite to de- 
termine final political status, and asking that a congressional com- 
mittee be sent to examine the social, economic, and political situation 
in the island. Representative Dyer sponsored a resolution to carry 
out this request but it died in committee. 

The positions of the political parties and the opinions of the leaders 
among them vyacillated frequently during these years, alternately 
changing from one view on status to another. Nevertheless, the 
important point to be noted is that the focal point of all political 
debate and programs was centered around the unresolved issue of 
status. Unfortunately neglected in this concentration were the im- 
portant concerns of social and economic improvement for a blighted 
and virtually stricken land. Interested mainland observers almost 
from the beginning have commented upon this paradox and have 
lamented its occurence, yet Puerto Ricans, at least until 1940, per- 
sisted in regarding this question as the essential one. Even today, 
in 1959, the debate goes on, a yal. general recognition of the im- 
portance of economic and social well-being has become widespread. 
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Several important happenings in the relationship between the United 
States and Puerto Rico océurred in the early 1920’s. First, Congress 
extended the provisions of the Farm Loan Act to the island, making 
money available at low-interest rates. In 1922, the U.S. Supreme 
Court reaffirmed the doctrine that Puerto Rico was an unincorporated 
territory in the case of Balzac v. People of Puerto Rico, basing its 
opinion in the light of congressional intent in the Jones-Shafroth Act. 
Also in this period, 1920-23, a serious and bitter clash ensued between 
President Harding’s appointed Governor, E. Montgomery Reilly, and 
the dominant Liberal Party. Being unable to remove a Governor by 
impeachment, the insular legislature flooded Congress with petitions 
and resolutions begging his replacement. 

In 1922, several unsuccessful attempts were made in Congress to 
settle the status question. Representative Nolan sponsored a bill to 
incorporate Puerto Rico as a territory, while Representative Campbell 
and Senator King, with President Harding’s endorsement, sponsored 
a bill drafted by Miguel Guerra Mondragon, a well-known Puerto 
Rican lawyer. This bill seems worthy of mention concerning some of 
its details, even though it was rejected by Congress, because some of 
its features foreshadowed the present Commonwealth idea. It would 
have created an autonomous government to be called the Associated 
Free State, with the continuance of many of the economic features of 
the Jones Act, but differing in the political machinery. An elected 
Governor was provided for, as well as two resident commissioners to 
the United States, and in reverse, a U.S. commissioner to Puerto Rico. 
The heads of apres would have been chosen from the legisla- 
ture, giving the feature of parliamentary responsibility. The Puerto 
Rican Governor would appoint all judges and cabinet members, but 
Congress would have retained its power to annul any laws by uni- 
lateral action. While the idea had been suggested by a Puerto Rican 
and had been supported by the Union Party, the bill still would have 
lacked an important attribute of self-government in that it was still 
an te Srgh ina by Congress. Nevertheless, the formula for a middle 
ground between statehood and independence remained alive by this 
return to the old autonomous position for a moment. 

During the remainder of the 1920’s, continuous pressure was exerted 
to bring about changes in the Jones Act. In 1924 a bill to permit an 
elective Governor passed the Senate, but died in the House. In 1925 
proposals to change the 500 acre limit to 2,000, to permit enactment 
of insular tariffs, and to elect a Governor were rejected, but an 
amendment permitting annual legislative sessions was adopted. In 
1928 President Coolidge touched off a wave of bitter denunciation 
when he wrote a letter to Governor Horace Towner citing the favored 

osition of Puerto Rico as in many ways superior to that of a State. 
esident Commissioner Cordova Davilla urged complete local au- 
tonomy, rejecting statehood and independence for fear of economic 
consequences. ‘Also, in 1928, both houses of Congress reported favor- 


ably bills to grant suffrage to Puerto Rican women who had failed to 
get action on their demands in the insular legislature. However, 
when the U.S. Senate failed to pass the bill, the Puerto Rican Legisla- 
ture removed the cause of friction by granting this privilege to the 
women of the island. 

Following a disastrous hurricane in 1928, Congress enacted a bill 
creating a Hurricane Relief Commissionfand appropriated $8.5 mil- 
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lion to aid the destitute and to repair the havoc. The Brookings 
Institution at the same time made a thorough economic appraisal of 
the situation and suggested various needed reforms. Among them 
were proposals to remove the unenforceable 500 acre limit, extend all 
Federal aid programs to the island, eliminate expensive government 
by creating a unicameral legislature, and appointment of native 
, ty The report also called for long-range planning, and 
for scientific and social research on the island. 

Gov. Theodore Roosevelt, Jr., 1929-1932, recognized the wis- 
dom of the Brookings report and urged a broad plan of encouraged 
self-help and planning, an intensive agriculture, industrialization 
water resources utilization, vocational training, school lunch and 
milk allotments, and the right to a separate eens and culture. 
He was sensitive to the unique position of Puerto Rico in hemisphere 
affairs, and envisioned the island and her Spanish traditions as a 
cultural ‘‘connecting link” between the Americas. He dreamed of 
making the half-starved, ill-housed, people of 
Puerto Rico become a “show window, looking south,” and he sought 
to convince others of the wisdom of his views. As usual in thi 
regard, progress came slowly. The remoteness of the island, its lack 
of political significance to the voters back home, and the pressure of 
domestic politics prevented the average Congressman from paying 
more than casual attention to the problems of Puerto Rico. Further- 
more, those Congressmen who did become interested in and informed 
about the situation frequently were moved to other committee assign- 
ments or lost their seats in the endless march of congressional elections. 
As a result, the progress which was made invariably came as the 
culmination of constant prodding and agitation on the part of vocal 
Puerto Ricans who had to stir an apathetic and disinterested Congress 
into action on behalf of their island. This persistent failure a hot 
the cries for reform and help from Puerto Rico led to cynical and 
often antagonistic attitudes toward the United States on the part of 
thousands of islanders. 

In 1931 Herbert Hoover became the second Presidential visitor to 
the island. Following his recommendations, Congress extended the 
benefits of the Smith-Hughes Act to Puerto Rico and appropriated 
several million dollars for asphalt roads. The name of the island was 
also officially reconverted to Puerto Rico from Porto Rico. In 1932 
the dominant political party on the island, known by various names 
through the years—Federal, Union, or Liberal—suffered its first 
defeat since early in the years of U.S. occupation. The Republicans 
and Socialists formed a successful coalition to take over the reigns of 
internal government. About this time another event, not exactly 

leasing to the Puerto Rican, was the veto of an election law by the 
vernor, which was followed by a legislative override and a final 
veto by the President of the United States. 

The 1930’s in many ways were terrible years for Puerto Rico, yet 
in the agonizing travail of virtual starvation, mass unemployment, 
and manifestations of political anarchy, many ideas were born, many 
avenues of hope were explored, and numerous converts were won to 
the cause of vigorously pursuing a course of rehabilitation for an 
island and its people. e story is far too extensive to repeat for 
this report, but its essential facets are vital to a complete understand- 
ing of the evolutionary process leading to self-realization for the island. 
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In the economic, political, and social experimentation embodied in 
the Roosevelt administration’s New Deal, it was inevitable that such 
efforts should be extended to the desperate situation in Puerto Rico. 

Early in the fight against starvation the Puerto Rican Emergency 
Relief Act was passed, granting the destitute island some $7 million 
without the requirement of matching funds. In 1934 an important 
visit to the island by Mrs. Roosevelt was followed by that of President 
Franklin Roosevelt. This was only the third by a President since 
the U.S. arrival on the island in 1898. Not long after this tour, the 
Bureau of Insular Affairs in the War Department was relieved 
of its responsibilities and the Division of Territories and Insular 
Possessions in the Interior Department was created. 

Until 1934 sugar was imported into the United States from Puerto 
Rico without restriction as to quantity. Despite vigorous protests, 
the Jones-Costigan Act, or officially, the Sugar Control Act of 1934, 
assigned the first quota as to cantando and refining. Despite the 
fact that the island’s one-crop economy was producing more than 1 
million tons, the quota was placed at 803,000 tons annually, with 
refining limited to only a fraction of the total. Since that time 
repeated requests to end the limitations have been rejected, and 
Puerto Rico continues to suffer financially as a result of the restrictions, 

During the visit of Mrs. Roosevelt and Under Secretary of Agricul- 
ture Rexford Tugwell, ideas expressed by Dr. Carlos Chardon, chan- 
cellor of the University of Puerto Rico, greatly impressed them. 
As a result of this ferment, a Puerto Rican Policy Commission was 
created to draft a long range plan for insular rehabilitation in contrast 
to the persistent emergency relief procedures long in vogue. This 
penton v9 Chardon plan suggested numerous programs of interest, 
among which were: (1) Purchase and operate some sugar mills and 
sugar lands as a public service to create a yardstick for determining 
rates and prices; (2) Government distribution of subsistence home- 
steads; (3) Government purchase and operation of the existing Con- 
dado Hotel as a tourist attraction; (4) begin enforcement of the 
500-acre limitation on land holding; (5) begin industrialization by 
Government purchase and operation of basic industries; (6) revive the 
destitute coffee industry; (7) utilize water resources and begin rural 
electrification; and (8) organize production and distribution coopera- 
tives. Although most of these ideas were not new, lumping them 
together in a comprehensive plan for long-range improvement seemed 
to be a valid and exciting challenge to New Deal disiples. 

An interdepartmental committee of Federal officials was created to 
implement the plan. By executive order President Roosevelt created 
the Puerto Rican Reconstruction Administration (PRRA) with Dr. 
Ernest Gruening at its helm. The new organization was given $40 
million as a revolving fund to carry out its program. While the idea 
of reshaping a society of 2 million persons with so small a sum of 
money seems ridiculously naive, at least the motives of realistic reform 
were praiseworthy. While most previous measures had been stopgap 
ro ge this program sought to cure some of the basic ills of the 
island. 

Part and parcel of the combined Puerto Rican and Federal effort 
in this respect was the move to enforce the long-dormant 500-acre 
law. In 1935 the insular legislature placed jurisdiction over enforce- 
ment of the law in the Supreme Court of Puerto Rico, making allow- 
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ances for condemnation proceedings and proscribing penalties for 
violation. Next an attorney general who would vigorously push 
litigation against the sugar trusts was found. In January 1936, a 
complaint against Rubert Hermanos, Inc., for holding 12,000 acres of 
sugar land was filed; 2 years later the Puerto Rican Supreme Court 

ed in favor of the government. Then in September 1939, the 
U.S. District Court of Appeals in Boston reversed the decision. On 
further appeal by the Puerto Rican Government, in March 1940, 
the U.S. Supreme Court upheld the right of Puerto Rico to enforce the 
500-acre law. In a sense, the real basis for the great economic revival 
which was to come had its roots in the results of this case and in the 
work of the Reconstruction Administration and the Emergency Relief 
Administration which preceded it. 

Meanwhile, with creative thought both in the United States and 
in Puerto Rico concentrating on the desperate economic problems 
everywhere so pressing, the feelings er cre status were 
somewhat overshadowed. In 1935 the U.S. House of Representa- 
tives held hearings on a statehood bill which died in committee. 
One of the witnesses appearing against the bill and expressing a 

reference for a quali independence was the present Governor of 
Pacree Rico, then Senator Mufioz Marin. In general, the classic 
debates over status which for so long had dominated political cam- 
paigns, now seemed unreal and out of place in the stark reality of 
misery and want so prevalent everywhere. 

During those terrible thirties a new force burst upon the island. 
Prior to this moment, in their entire history as a people, the Puerto 
Ricans had demonstrated a dedication to peaceful ways, gentleness, 
and dignity, preferring to debate and to petition rather than to take 
direct action by giving way to violence and hate. But Pedro Albizu 
Campos changed all of that. He and his small group, probably never 
numbering more than 5,000 Nationalist followers, began a reign of 
murder and terroristic activities which continued sporadically from 
1936 to 1954, and which created numerous false impressions in the 
United States about Puerto Ricans. 

Although that political party known variously as the Federal, 
Union, or Liberal Party had included the idea of independence amon 
its political ideals, it had never contemplated outright severance of 
ali ties, by violent means if necessary. But Albizu Campos and his 
Nationalists did just that. Arguing that the U.S. acquisition of the 
island had been illegal in the first place, Albizu declared a republic 
and organized a ge re band of blackshirted followers. Among 
the disruptive acts which then occurred were: a march upon the 
legislature to seek to pressure the party’s demands; a sharp insult to 
the government by slapping the chief justice of the supreme court of 
the island across the face; and the inciting of a riot at the University 
of Puerto Rico. After two of his young followers had assassinated 
the insular — chief, Col. Ernest Riggs, in February 1936, the 
Nationalist leader was tried and sentenced to Atlanta for conspiracy 


to overthrow the U.S. Government. 

Apparently interpreting the Rigg’s murder and the Nationalist 
violence as typical of Puerto Rican feelings, and probably being con- 
vinced that the island had become a serious liability, Senator Millard 
Bib te of Maryland, through the Interior Department, prepared a 
draft bill for outright independence to be achieved over a brief 4-year 


PUERTO RICO ll 


period. The publication of Interior Secretary Harold Ickes’ diary in 
1953 further revealed that the legislation had been drafted in his 
Department and discussed in the presence of the President, with the 
decision being to get Senator Tydings to sponsor it ‘‘not as an admin- 
istration bill.” Ickes also indicated that the bill was in part a stra- 
tegic move, designed to quiet the unrest if the vote should go against 
the opportunity to have quick independence. The bill stunned all 
Puerto Ricans by its suddenness and punitive undertones, despite the 
fact that it was nicely phrased in liberal window dressing. Only the 
Nationalists refused to comprehend the true meaning of separation 
for the island under the terms stipulated in the Tyding’s bill. In 
Washington many persons supported the grant of independence in 

rinciple, and others saw in it a clever attempt to call a bluff. The 
bill failed to get favorable congressional action, but its implications 
were serious for the political fortunes of the Liberal Party which had 
long supported independence for Puerto Rico. The defeat suffered 
by that party in 1936 might be said to indicate that many people who 
support an idea in principle would shun that idea when its fulfillment 
became a reality. In 1937 another bill for independence, with the 

laring mistakes of the Tyding’s bill eliminated, was introduced in 
the House of Representatives by Representative Cartwright upon the 
urging of Senator Mufioz Marin. The bill was shelved when Dr. 
Ernest Gruening urged postponing the status issue until rehabilita- 
tion under the Puerto Rican Reconstruction Administration could be 
achieved. 

Other acts of violence continued to occur in Puerto Rico, including 
an attempt upon the life of the Resident Commissioner, Santiago 
Iglesias, in 1936, and an assassination attempt upon Gov. Blanton 

‘inship in 1938. More spectacular and farreaching in its effects 
however, were the events which transpired in the island’s secon 
largest city of Ponce on Palm Sunday in March 1937. When an 
insular police force sought to prevent a Nationalist parade, gunfire 
broke out which resulted in the death of 19 persons and the wound- 
ing of 100 others. This ores event has been known as the 
Ponce massacre. Efforts were made to fix responsibility for the blood- 
shed, but as so often happens in situations such as that, various con- 
flicting interpretations of the affair have been advanced. Suffice 
it to say that the bloodshed was symbolic of the unhappy conditions 
in Puerto Rico at that time, and that it is a real tribute to the peaceful, 
law-abiding instincts of the islanders that even worse manifestations 
of unrest did not follow. 

In 1938 the Fair Labor Standards Act, with its regulations concern- 
ing minimum wages and hours, was made applicable to Puerto Rico. 
Before long, more than 80,000 home needleworkers were denied 
vital employment since the wages required were much higher than 

revalent scales. This dramatically illustrated the ill effect which 
ederal legislation, conceived for mainland circumstances, might 


have when applied to the insular economy. Eventually, Congress 
recognized the logic of making special provisions for the island in 
regard to wage scales. 

et another event took place in 1938 which might be regarded as 
having changed the whole course of political, social, and economic 
development in Puerto Rico. Although further discussion of this item 
will be included under another topic in this paper, it seems vital in the 
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narrative of the evolution toward popula government to mention 
the formation of a new political force, the Popular Democratic Party. 
This fledgling, led by Luis Mufioz-Marin, expressed a determination 
to concentrate upon social and economic problems rather than the 
classic status issue when it contested the next election, With its 
down-to-earth to the landless, jobless population 
and its slogan of ‘Bread, Land, an Liberty,” the new party captured 
a bare majority of the senate seats and by coalition with another group, 
a narrow control over the house. This amazing election victory in 
1940 was based essentially upon the reform program advocated in 
the extensive 2-year campaign conducted by a tireless group sur- 
rounding Mufioz-Marin. One of the keys in the program so vigorously 
stressed was the energetic enforcement of the 500-acre law, then only 
recently upheld by the U.S. Supreme Court. 

The Roosevelt administration got a report from its interdepart- 
mental committee on Puerto Rico which endorsed the idea of wider 
land distribution. At the same time the report condemned the idea 
of extending the provisions of the Fair Labor Standards Act to the 
island. Rexford ell was sent to examine the question of enforc- 
ing the 500-acre law. He reported favorably on expropriation so 
long as the owners received adequate compensation. Not long after 
these reports, the whole revolutionary program of the Mufoz-Tugwell 
alliance was formulated and duly passed by the Puerto Rican 


ith the outbreak of war in 1941 and the subsequent menace to 
merchant shipping, Puerto Rico soon faced a new crisis. In addition 
to its serious unemployment and near starvation subsistence, the vir- 
tual disappearance of merchant shipping cut the flow of vital supplies 
efore very long, congressional o ition to Rexford Tugwell’s 
continuing as Governor of Puerto coe began to be voiced. For 
instance, in 1942, a $15 million relief appropriation for the island was 
held up for a considerable time by a House Agricultural Committee 
demanding his removal. In 1942, also, a Senate subcommittee led 
by Senator Dennis Chavez, and including Senator Robert Taft, visited 

e island and held hearings on economic and social conditions there. 
Their report endorsed the work of the insular government and that 
of Rexford Tugwell as Governor. However, in 1943 a House Com- 
mittee on Insular Affairs, headed by Representative Jasper Bell, held 
extensive hearings in the island, investigating political, economic, and 
social conditions. The majority report of that group was a sharp 
indictment of what they termed the socialistic, and in cases, fascistic 
trends. A bill was subsequently introduced to nullify the recent 
laws of Puerto Rico creating a variety of public authorities to operate 
specific phases of the economic structure. About the same time a 

nate bill sponsored by Arthur Vandenberg sought the removal of 
Governor Tugwell. None of these bills managed to get favorable 
treatment, however. 

Political ferment in regard to the recently dormant status question 
also revived in 1943. President Roosevelt included a recommendation 
- favoring an elected Governor for Puerto Rico in a message to Congress. 
Those political parties opposed to independence sent a ‘‘Declaratiou 
of Rights and a Petition for Justice,” seeking a plebiscite on final 
status. Senator Tydings again held hearings on an independence bill, 
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but this time the transition period provided for a 21-year interim of 
gradual separation. Recommendations of a Presidentially appointed 
committee to consider changes in the organic act were also placed 
before the Senate. The Senate passed an amendment to the Jones 
Act granting Puerto Rico the right to elect its own Governor beginning 
in 1944, but the House failed to act on the proposed reform. 

At this time the extent of feeling in favor of ending the colonial 
position of Puerto Rico was rapidly increasing, both in the executive 
and legislative branches of the Federal Government and on the island. 
Tn 1945 a resolution by the Legislature of Puerto Rico requested that 
Congress submit the issue of political status to a vote. It further 
suggested that Congress should spell out in detail those forms which 
it would be willing to grant. Governor Tugwell openly urged a solu- 
tion to the status question. While he believed in self-determination, 
he also personally felt that Puerto Rico’s best hopes for the future 
could be realized in close association with the United States. He 
gc repeatedly in favor of an elected Governor and the recognition 
of the idea that the organic acts were substantially treaties, to be 
changed only by bilateral action. 

Another Tyding’s bill for independence was introduced in 1945, and 
leaders of the Pro-Independence Congress appeared in Washington to 
offer extensive testimony. However, Senator Mufioz-Marin also 
appeared on behalf of the Joint Legislative Commission of the Puerto 
Rican Legislature, seeking a referendum on possible forms of status. 
He listed statehood, independence, and a form of dominion govern- 
ment as dignified solutions for the island, but insisted that certain 
minimum guarantees of economic protection would be nec with 
each of them. He listed these as: free trade between the United 
States and Puerto Rico; exemption of Puerto Rican exports to the 
United States from internal revenue taxes; maintaining suitable con- 
ditions for sugarcane farmers for a period of time; and temporary 
continuance of grants-in-aid. In addition, Mujioz agreed that United 
States military rights on the island would have to be respected. His 
testimony was so persuasive that Senator Tydings agreed to submit 
a new bill embodying the proposals and economic safeguards advo- 
cated by the Puerto Rican Legislature. President Harry Truman 
injected further complications by suggesting a fourth possible choice, 
that of endorsing the existing government with an elected Governor 
and wider local powers. The President also cautioned Congress not 
to submit any proposals to the Puerto Rican people which it might be 
unwilling to grant. 

Despite the growing awareness of Congressmen that the Puerto 
Rican situation was rapidly approaching an imperative; despite the 
obviously overwhelming sentiment on the island favoring action 
which would give the right of choice; despite the worldwide reaction 
against all forms of colonialism and its implications—despite all these 
powerful influences, Congress failed to heed the signs, and no action 
was taken on the proposals. 

Nevertheless, one more hopeful indication was given that thin 
would not always remain as they were. When Gov. Rexford Tugwe 
resigned in 1946, he was replaced by the appointment of a Puerto 
Rican, marking the first time that a native of the island had been so 
honored. The new Governor, named by President Truman, was the 
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incumbent. Resident Commissioner, Jesus Pinero. Dr. Antonio 
Ferndés-Isern was named to replace Pinero in Washington. 

Again in 1947 statehood and independence bills were introduced in 
Congress, but they failed to get serious consideration. However, the 
biggest step since the passage of the Jones Act back in 1917 occurred 
when Congress passed the Elective Governor Act, granting that. 

sition full power to appoint all officials except an auditor. Supreme 

ourt appointments were to be allowed when future vacancies should 
occur. 

Upon the adoption of this additional liberalization of the organic 
acts, Puerto Ricans were in a favorable position to convince Congress 
of the wisdom of the next necessary step. Under the leadership of 


their newly chosen Governor, Luis Mufioz-Marin, the people of 
Puerto Rico at last could feel that the forms of self-government were 
really in their hands. Yet, as those people were still quite aware, 
that self-government still lacked some vital attributes. ile respon- 
sible control was a fact, legally the island still bore the apparatus of a 
colony. Thus the next logical move in the evolutionary process was. 
to have the law catch up to circumstance. 


PART II 


ADOPTION OF THE COMMONWEALTH THROUGH 
PUBLIC LAW 600 


Puerto Rico, as a result of a half century of vibrant debate and con- 
tinuous pressure, had moved by gradual steps from the military 
conupeten. of 1898, through the intermediate relations established 
by the Foraker Act of 1900, the Jones Act of 1917, and the Elective 

overnor Act of 1947. This paper has already reviewed the events 
and travail which preceded each of the liberalizations of Puerto Rico’s 
governing structure. Through the changes thus adopted the insular 
guvernenens had arrived at a position in which the scope of its authority 
or the island was roughly equivalent to that of the government of a 
federated state. In practice, the central government operated in 
Puerto Rico separately from the insular government, just as it 
exercises certain functions for the citizens of a state, not over or 
through the state government. In such matters as defense, currency, 
international diplomacy, tariffs, and numerous other areas, the 
Federal Government performed its duties under Federal law and the 
Constitution in Puerto Rico as in the several States. With few 
exceptions Federal laws applied to Puerto Rico. The organic act of 
1900, with its subsequent p ceaeat had created a structure of govern- 
ment for the island, and secondly, had established the basis for the 
extent of Federal operations and relations in Puerto Rico. 

Nevertheless, since the whole structure and relationship had been 
established by congressional law, there was concern over the idea that 
some future Congress might change or repeal it. Only by indirect 
means—suggestion, persuasion, and mass pressure—had the people 
of Puerto Rico participated in obtaining or approving the position in 
which they found themselves. In the classic debates over the pre- 
vious half century concerning ultimate status, the essential position 
envisioned had been that of full statehood or complete separation. 
Now, however, in the light of practical realities, an economic progress 
predicated upon close association with the United States, and the 
virtual self-government already achieved, the incumbent Popular 
Democratic Party injected a middle-ground proposal into the status 
debate. This proposed form was similar in nature to the dominion 
status of certain British Commonwealth nations, and had previous 
evolutionary history in the autonomous charter and the Campbell bill 
of 1922 suggesting an associated free state. Therefore, during the 
political campaign in 1948, the Popular Party platform pledged to 
submit proposals to the Congress that Puerto Rico would be author- 
ized to make its own constitution, preserving at the same time the 
existing economic and fiscal relationships with the United States. 
Since support for the changes was desired from adherents of the other 
a parties, it was repeatedly declared that this action in no way 

arred the door to some future effort to get statehood or independence. 
The party platform pledged that the legislature should be authorized 
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to call the voters for a plebiscite—at some future time when the exist- 
ence of necessary conditions seemed to warrant it—to vote on various 
alternatives for ultimate status. Even in the face of powerful reasons 
why the contemplated course seemed wise and logical, considerable 
was expressed. 

n the election campaign which followed, it was made clear that 
a vote for the Popular Party would signify, peprovel of the plan to 
seek the right to prepare a constitution. Voters from other parties 
were assured that the opportunity to seek some future changes would 
not be foreclosed, although it was stated by many persons that for 
this generation, at least, any other aspiration seemed either unreal, 
impractical, or unattainable. It was generally on this understanding 
that the voters in 1948 cast 392,000 ballots for the Popular Party 
180,000 for the statehood coalition, and 66,000 for the newly created 
Independence Party. With this vote as an apparent mandate, the 
Popular Party was able to have legislation introduced in 1950 to 
implement the promises and pledges of the campaign. In the House 
of Re resentatives the bill was sent to the Committee on Public Lands 
with J. Hardin Peterson as chairman. The Senate Committee on 
Interior and Insular Affairs, chaired by Joseph C. O’Mahoney, con- 
sidered its companion measure. In these hearings persons generally 
favorable to the bill appeared to testify, although there were indi- 
viduals who spoke against it or who had objections entered into the 
record. Representative Vito Marcantonio made a long and bitter 
denunciation of it. Statehood advocates insisted that it was a move 
toward separation, while independence supporters ed that it was 
merely another example of colonial subservience. The Interior and 
State Departments endorsed the provisions with enthusiasm. 

In the favorable report on the bill by the House Committee on 
Public Lands, certain items were emphasized. For instance, the 
report states, in part: 

* * * It is important that the nature and general scope * * * be made 
absolutely clear. The bill under consideration would not change Puerto Rico’s 
fundamental political, social, and economie relationship to the United States. 
Those sections of the Organic Act of Puerto Rico pertaining to the political, social, 
and economic relationship of the United States and Puerto Rico, and concerning 
such matters as the applicability of * * * laws, customs, internal revenue, 
Federal judicial jurisdiction * * * would remain in force and effect * * * 

In regard to the committee’s understanding of the bill so far as the 
status question was concerned, again the opinion is made quite clear: 

* * * This bill does not commit the Congress, either expressly or by implica- 
tion, to the enactment of statehood legislation for Puerto Rico in the future. 
Nor will it in any way preclude a future determination by Congress of Puerto 
Rico’s ultimate political status * * * 

The Senate report regarded the bill as ‘‘a logical step in the process 
of political freedom and economic development that was begun in 
the days of military occupation.”’ It also remarked upon the un- 
changed nature of the fundamental political, economic, and social 
relationship between the island and the United States, and reaffirmed 
the idea that the bill in no way committed Congress to any action 
regarding statehood or independence, nor precluded future action. 

nder the terms of Public Law 600 enacted by the 80th Congress, 
‘fn the nature of a compact so that the people of Puerto Rico may 
organize a government pursuant to a constitution of their own adop- 
tion”, only two stipulations were included with respect to the content 
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of that constitution. The bill required ‘that the constitution shall 
provide a republican form of government and shall include a bill of 
rights,”’. It did not force the proposal for a constitution upon the 
people, but provided for an islandwide referendum on the acceptance 
or rejection of Public Law 600. Four political parties participated in 
the campaign for approval or rejection, with the Popular Democratic 
Party and the Socialist Party favoring it, the Statehood Party splitting 
on the issue, and the Independence Party opposing it. 

On July 4, 1951, some 65 percent of the 777,675 legally registered 
voters participated in the referendum. A vote of 387,016 for and 
119,169 against was cast. By such a ballot the people of Puerto Rico, 
“according to the nature of a compact’’, gave their consent to the 
Statute of Federal Relations in Public Law 600 which provided for 
continued exercise of Federal authority within its terms. Congress, 
on its part, had previously recognized the right of the people of Puerto 
Rico to form a government under their own constitution. 

After the referendum approving the law had been held, the Puerto 
Rican Legislature called for the election of delegates to a constitu- 
tional convention. This election, held on August 27, 1951, resulted 
in the choosing of 92 delegates representing the Popular, Socialist, 
and Statehood Parties. The Independence Party refused to nominate 
candidates or to participate in any way. There were 70 members 
from the dominant Popular Party, 7 from the Socialist, and 15 from 
the Statehood group, with a representative cross section of the pro- 
fessions and occupations of the island’s people included in the con- 
vention’s makeup. 

The constitutional convention began its work on September 17, 
1951, by choosing the Resident Commissioner in Congress, Dr. An- 
tonio Ferndés-Isern, as president to preside over its sessions. In 62 
working sessions and countless committee meetings, the convention 
prepared a document which was voted upon and signed by the dele- 
gates on February 6, 1952. Certain delegates of the minority parties 
insisted upon amendments which they felt made it very clear that the 
constitution was based upon “union” with the United States rather 
than “‘association”’ as the original wording in the preamble had stated. 
After acceptance of these specific amendments by Munoz Marin before 
the convention, the vote was taken. Of the 92 delegates to the con- 
vention, 88 voted in favor, 3 pppoed, and one was absent; all 91 signed 
the text which was adopted in Spanish and in English. The new Bov- 
ernment thus constituted was referred to as a Commonwealth in 
English, while in Spanish it became Estado Libre Asociado or Free 
Associated State. 

The text of the constitution was printed in four newspapers in Eng- 
lish and Spanish, while copies of both versions were widely distributed 
as leaflets. On March 3, 1952, another referendum was held for a 

roval or rejection of the constitution. With two members of the 

S. House of Representatives in Puerto Rico to observe the proceed- 
ings, a vote in favor of adoption was returned, with 374,649 voting 
for and 82,923 against. It seems well to comment here that numerous 
letters complaining of unfair practices and duress had been received 
in Washington, implying that the referendum would not prove to be 
the express will of the majority of the electorate. However, upon their 
return from Puerto Rico where they observed the procedures and 
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talked to numerous voters, those Congressmen delegated to that task 
praised the way in which the vote had been conducted. 

Section 3 of Public Law 600 had me ihe for transmitting the 
approved document to the President of the United States. When he 

ould find that the constitution conformed to the provisions of 
Public Law 600 and the Constitution of the United States, it would 
then be sent to Congress for approval. President Harry Truman sent 
a message to Congress on April 22, 1952, containing his hearty en- 
dorsement. 

The constitution thus submitted to Congress was one which repre- 
sented. the considered judgment of the delegates in the light of careful 
research and scrutiny of the Constitution of the United States and of 
most of the State documents. It contained a preamble, a ap 
bill of rights, and articles spelling out the typical three-branch, chec 
and balance system common to the States of the Union. Specific 
features providing democratic safeguards included submission of any 
amendments to the people at a referendum, and machinery to provide 
guaranteed representation in the — for minority political 
parties. By their vote to approve Public Law 600 the people had 
also agreed to its provisions known as the Federal Relations Act, 
spelling out in detail those portions of the existing organic acts which 
would be continued. Thus the social and economic relationships with 
the United States previously operating were continued by the consent 
of the pores of Puerto Rico. In fact, it was this principle of sub- 
mission of Public Law 600 to the people for their approval which was 
so unique and which was basic to the change in relations between the 
two peoples. By obtaining Puerto Rican agreement to the terms in 
the act, Congress apparently intended to change the relationship 
from that of imposition of a sovereign will upon a dependent people 
to that of government by the consent of the governed. While many 
objectors loudly proclaimed that the old colonialism had merely been 
cleverly disguised, the majority of Puerto Ricans saw in the proceed- 
ings a definite change for the better. The implications of these 
changes will be discussed later in this report. 

When congressional committees took up consideration of the resolu- 
tion to approve the constitution of Puerto Rico, again officials of the 
Puerto Rican Government who had guided the legislation from its 
inception back in the 1948 Popular Party platform, appeared in its 
behalf. The hearing before the House Committee on Interior and 
Insular Affairs was brief, consisting mostly of a statement by Dr. 
Fernés—Isern and testimony by Congressman Frank Bow and Con- 
gressman Chester McMullen on the conduct of the referendum 
adopting the constitution. Serious questions about the details of the 
document submitted or of the nature of the action taken were not 
asked. Some members expressed reservations about the wisdom of 
including certain statements in a constitution, but rather general 

eement seems to have prevailed that it wasn’t the right or duty 
of the committee to take the constitution apart, item by item. For 
example, Congressman Engle asked of the chairman: 


Mr. Enexz. Our job here is to vote this constitution up or down; isn’t it? 


To this question the chairman, John R. Murdock, replied affirma- 
tively. Then Mr. Engle continued: 


In other words, we can’t go inside the four corners of the document and make 
any changes that might appeal to us. What we do is we look it over and if we 
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think that it preponderates on the good side, we approve it; otherwise, we vote 
against it. Is that right? b 

Again the chairman answered this question by saying, “That is 
correct. 

No serious objection to such a position was taken, and the com- 
= voted unanimously to approve the document as it was sub- 
mitted. 

In the Senate hearings on the resolution to approve the constitu- 
tion, in contrast to those of the House, serious reservations about 
portions of the constitution and the nature of the grant of authority 
envisioned by Public Law 600 were raised. Two years previously it 
had been the House which had conducted extensive hearings and 
which had debated the provisions of the bill leading to Public Law 
600, but the Senate had seemed content to hear brief testimony and 
to ee the bill by unanimous consent. Many letters and testimonies 
had been received by Senators protesting the constitution, the false 
and misleading remarks to the electorate of Puerto Rico concerning 
the extent of the authority of the new government, and questioning 
the constitutionality of the arrangements. Senators asked numerous 

uestions of Governor Mujfioz-Marin and other witnesses. Senator 

eorge W. Malone of Nevada was particularly concerned about the 
extent of authority relinquished by Congress. His question was: “I 
understand that there is a provision in the constitution that prohibits 
the Congress of the United States from making any change in the 
relationship between the United States and Puerto Rico, once the 
constitution and bill of rights are adopted.” In the discussion which 
followed, Chairman Joseph O’Mahoney stated: 


I think it may be stated as fundamental that the Constitution of the United 
States gives Congress complete control and nothing in the Puerto Rican consti- 
tution could affect or amend or alter that right * * *. 

When the question was further pressed, Mr. Irwin Silverman of the 
Interior Department said: 


* * * The Congress of the United States has the inherent power under the 


Constitution to annul any law in any of our Territories, and never in the history 
of the United States has it annulled a single act * * *. 

He went on to state that Congress could not relinquish this inherent 
power, although in certain cases it would not seem wise for the Con- 
gress to exercise such powers. : 

Nowhere in the record of the iy tea 3 does there seem to be a clear 
answer to certain vital questions bothering several members. For 
instance, a statement of considerable importance to the constitutional 
queen was placed in the record relating to a newspaper article 
alleged to have been written by Mr. Trias Monge, a legal adviser to 
Governor Mufioz. This statement said, in part: 

* * * Once the compact is formalized, the constitution of Puerto Rico may not 
be amended except in the manner provided for by the constitution itself; the local 
laws shall not be subject to derogation by Congress, neither the Statute of Federal 
Relations nor Public Law 600 may be amended without the consent of the people 
of Puerto Rico * * *. 

It was pointed out in letters to the committee that this understanding 
of the extent of the compact was the general approach of the leaders 
among the Mufioz government. 
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_ Although the record is none too clear at this point, Senator O’Ma- 
honey seems to have had the feeling that the Trias Monge view was 
not completely correct. His remark was: ay 
* * * IT think we must not overlook the fact that an agreement in the nature of, 
a compact * * * was one under which the Congress was reserving to itself, the 
sections of the organic act which were set out in Public Law 600 as the Federal 
Relations Act * * *. 

In the committee hearings and later on the Senate floor, exception 
was taken to several specific features of the proposed insular constitu- 
tion. It was finally agreed in the conference report that the constitu- 
tion would be pre toe by Congress if Puerto Rico would change the 
language in section 5, article 2, to make it perfectly clear that com- 
prers attendance mentioned for elementary public schools did not 

orbid attendance at private or nongovernmental schools. Section 20 
of the constitution, recognizing the existence of numerous human 
rights, was called impractical and indicative of the duty of government 
to provide them. at was not officially stated, but the implication 
remains, was that the statement smacked of typical socialistic pro- 
nouncements. Both houses concurred in asking that this section 20 
be deleted from the document. Insular officials, perhens in their 
eagerness to get approval even on this basis, agreed to the chan 
but by so doing, gave tacit approval to the theory that Congress had 
the right to suggest any change or to delete any or all portions of the 
constitution. nate icans did vigorously oppose a sensherpasees 
amendment which would have required that any future amendments 
to the constitution must be submitted to Congress for approval. In 
pa eesrrnenee committee’s report this amendment was virtually 

eted. 

Following the report of the conference committee, the resolution 
for the approval of the constitution was duly passed, and the Puerto 
Rican Convention accepted the changes requested by Congress. 

However, this action did not settle the question of what had been 
created, the extent of congressional authority abdicated, or the legal- 
ity of the action taken. ost from the opening of debate on Public 
Law 600 to the present time, continuous arguments have been ad- 
vanced concerning the nature of the legislation. Students of con- 
stitutional law have exhaustively examined the record for evidences 
of congressional intent, pend understanding, and judicial approval 
or disapproval. Since the present Congress has been asked to con- 
sider numerous changes in the existing compact, the whole Pandora’s 
box of unanswered questions and unresolved doubts has finally been 
opened. 

Bahai of the obvious relevance and timeliness of the topic, some 
effort seems necessary to summarize essential discussions of this type. 
Since the author of this report has had no training as a lawyer or in 
the field of constitutional law, an attempt will be made to include 
expressed opinions of interested experts of the law profession. Since 
the passage of Public Law 600 in 1950 and the approval of the Puerto 
Rican Constitution in 1952, certain basic questions have been defined. 
A few of these essentials are: 

(1) Does Congress still retain its plenary power as applied to 
Puerto Rico as granted under article Wy, section III, of the Federal 
Constitution? 
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(2) Can the Federal Relations Act be amended exclusively by 
Congress or must all changes be bilateral agreements? 

(3) How much and in what manner was power given up by Con- 
gress in the actions of 1950 and 1952? 

(4) Is the present status of Puerto Rico permanent and irrevocable? 

(5) Could Congress legally have approved such a perpetually bind- 
ing agreement? 

ile for a time some of these questions seemed to be merely 
academic topics for legal minds to theorize about, in the light of 
recently proposed legislation and growing political opposition to the 
Commonwealth status, they now seem more pertinent. Answers to 
most of them are not likely to win unanimous approval, or even to 
indicate clear-cut opinions. 

Perhaps a sensible place to begin an evaluation of such knotty ques- 
tions would be an observation of several opinions on the nature of the 
new arrangement between the United States and Puerto Rico. For 
instance, Prof. Rupert Emerson of Harvard University, in writing 
about the Commonwealth in 1953 said: 

The new status * * * is one for which it is difficult if not impossible to find 
precedents anywhere, and certainly none can be found in the constitutional ex- 
perience of the United States * * *. In the traditional constitutional pattern 
of the United States there existed only two basic types of status: the States which 
were the equal components of the Federal Union, and the Territories which were 
bodies passing through apprenticeship destined to fit them for statehood * * *. 

Following this explanation, Emerson then explained how the acquisi- 
tion of new Territories after 1898 had led to the evolution of a new 
pattern ‘in which to house our imperial wards.” Commenting upon 
this new position of Puerto Rico, he said, in part: 

* * * Tt is arguable that the status they now have does not differ greatly in 
substance from that which they had before; but to press that argument too far 
would be to ignore the great symbolic effect of entering into a compact with the 
United States and of governing themselves under an instrument of their own 
choosing * * *, 

Senator Gutierrez-Franqui of Puerto Rico and Prof. Henry Wells 
of Yale University, collaborating on an article published in the 
“Annals of the American Academy of Political and Social Sciences” in 
1953, had this to say about the new government: 

* * * Puerto Rico as a Commonwealth signifies something unique in the realm 
of bodies politic. Defying classification in any of the familar categories, it is 
no longer a colony, and yet is neither an independent nation nor a state assimilated 
within a larger union. * * * 

Writing in the same compilation of authors as cited above, Prof. 
Carl Frederich of Harvard University commented: 

* * * let us not minimize the extraordinary features of the new status. Not 
only is it an unprecedented development within the ancient constitutional struc- 
ture of the United States * * * but it is also a novelty within the history of 
western constitutionalism in its entirety. * * * 

Many others have sought to define the new creation, either in print, 
political debate, or legislative analysis. Although no two persons 
are likely to arrive at exactly similar understandings on the subject, 
suffice it to say that there are two widely differing views expressed, in 
general, regarding the position of Puerto Rico today. Those friendly 
to the Commonwealth leadership and sympathetic to their views 
would agree that the Commonwealth or Estado Libre Asociado is a 
dynamic new creation, based on government by consent, with any 
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changes of its internal structure solely dependent upon the will of its 
people, and with changes in its relationship with the Federal Govern- 
ment only possible through bilateral action. Govenor Mufioz Marin 
has frequently described it as different from a federated state, yet 
equal in dignity, exchanging a lack of representation in the Congress 
for freedom from Federal taxation. 

Some who desire to take issue with such an opinion regard the 
Commonwealth as a mere “word’’ and the activities in Washington 
and Puerto Rico from 1950 to 1952 as so much lost motion, for Puerto 
Rico, in their opinion, remains essentially a colony, with a form of 

vernment and an insular-Federal relationship scarcely changed 
rom the Organic Acts. In such a view, Congress remains sovereign 
and can change the Puerto Rican Constitution, laws, or relationship 
by unilateral action whenever it so desires. In effect, Puerto Rico 
pene a colony, subject to oppression at the capricious whim of 

ngress. 

Somewhere between these two views, most interested persons find 
& position where they may reconcile personal morality with complex 
issues of law. Many of these would perhaps reject both previously 
apeneen views for some middle ground, based upon moral and 
ethical sympathy with the commonwealth idea, yet questioning the 
legality involved in full support of the position that Congress could 
or did agree to fully relinquish her unilateral rights over Puerto Rico. 

In an excellent analysis of congressional intent and attitude toward 
Public Law 600 and the Puerto Rican Constitution, Prof. David M. 
Helfeld of the College of Law, University of Puerto Rico, in 1952 
reached a number of personal conclusions to many of the questions 

reviously raised about the nature of the congressional action. In 
fie summarization, after exhaustive attention to the records of congres- 
sional hearings, committee reports, and floor debates, Helfeld says: 
* * * Though the formal title has been changed, in constitutional theory Puerto 
Rico remains a territory. This means that Congress continues to possess plenary 
but unexercised authority over Puerto Rico. Constitutionally, Congress may 
repeal Public Law 600, annul the Constitution of Puerto Rico, and veto any 
insular legislation which it deems wise or ana From the perspective of 
constitutional law the compact between Puerto Rico and Congress may be uni- 


laterally altered by Congress. The compact is not a contract in a commercial. 
regge it expresses a method Congress chose to use in place of direct legisla- 
n 


In this same article, Professor Helfeld went on to say that there is. 
no sound doctrinal basis for the authority of one Congress to bind 
another in domestic matters, and the treatymaking power could 
not be said to apply between Congress and a territory. However, 
lest it be made to appear that in his mind the Commonwealth tottere 
on the very brink, it is well to add his concluding words of restraint: 


* * * From the pective of a theory of political reality, what is significant is- 
not the potential but the actual and the probable in the exercise of political 
power * * *. It is noteworthy that Congress has never taken a backward 
step * * * toward Puerto Rico * * *. It is idle to speak of congressional power 
to repeal the political concessions of 50 years. The significant question is: What 
are the probabilities of a reversal of congressional trend and tradition * * *. 
Taken together, the moral, economic, and military factors tend to insure the 
continued vitality of the Federal Government’s policy toward Puerto Rico * * * 


Even this carefully reasoned approach, which separates the legal 
from the moral and the practical, would be subject to serious question... 
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by proponents of both sides, and would most certainly be denied by 
Commonwealth theoreticians. Prof. Pedro Munoz Amato of the 
Social Sciences School of the University of Puerto Rico writes his 
attitude as follows: 

* * * In its first article, law 600 is defined as a “compact,’’ and the “principle 
of government by consent” is recognized. Therefore, all the subsequent provi- 
sions, including those of article 4 on the Federal Relations Statute, should be 
considered part of the compact * * *. If the Federal Relations Statute can be 
amended unilaterally by Congress, then there is no compact * * *. Either it 
never existed, or it is destroyed by the unilateral action * * *. If the compact 
was merely that the Puerto Rican people consented to the authority of Congress 
over the Federal relations in exchange for the right to frame their constitution as 
to local matters, then the basis of the new political relation must be reappraised 
in its real worth, without exaggerating its democratic quality * * *. 


Some writers have suggested that testimony of insular leaders 
before the committees of Congress prior to passage of Public Law 600 
was deliberately evasive. Ralph Nadir, writing in the Harvard Law 
pi nega in commenting upon the ambiguous nature of such statements, 
asks: 

* * * Why did Gov. Mufioz Marin not make clear that he sought an irrevocable 
abdication ot the plenary power of Congress and the end of unilateral congressional 
action with respect to insular affairs? 

Nadir then answers his own question by theorizing why this clear, 
concise approach was not taken in 1950 by insular officials. Among 
other things, he suggests: 

(1) Candid testimony might have upset the applecart as too radical 
in nature. (This, he went on, might also explain the 7 year wait 
ae introduction of the “second phase” of development as in H.R. 
5926). 

(2) Changes often come through custom and usage rather than legis- 
lative enactment. Perhaps Commonwealth leaders felt that the vague 
confusing, and sympathetic statements, through time and judicial 
interpretation, might come to constitute a fait accompli. 

This suggestion, that those things which had been accomplished in 
1950 and 1952, by a Congress at wide variance in individual interpre- 
tations of the legislation before it, has a sound chance of being accepted 
for what Commonwealth leaders say it is, was discussed in the Univer- 
aly of Pittsburgh Law Review in 1953 by Judge Calvert MacGruder 

us: 


In a sense it is true that one Congress cannot limit a succeeding Congress in 
the exercise of its legislative powers * * * but there are certainly instances of 
what amounts to a fait accompli * * * which subsequently cannot be undone 
by the repeal of the legislation. 

He then pointed to actions granting independence for the Philippine 
Islands or statehood for a territory as examples of such accomplished 
facts, and continued: 

Is the compact with the people of Puerto Rico that sort of thing? Is this not 
another fait accompli? Is the constitution of * * * Puerto Rico really a con- 
stitution—which Congress says it is—if it is subject to recall or overriding by a 
power external to the people of Puerto Rico?” 

As the attacks upon the position taken by Commonwealth leaders 
have become more virulent from the political opposition, with their 
tendency to scoff at the government thus created as a “rag doll” or 
a “scarecrow,” it grows steadily more necessary to clarify the funda- 
mental nature of the relationship established between the people of 
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Puerto Rico and the United States; furthermore, 7 years of experience 
with the new status in a dynamic and complex economic upheaval 
have revealed areas for improvement. As far back as 1955, in a 
speech at the University of Kansas City, Governor Mufioz Marin 
envisioned a bid for changes. He said: 

All that restricts the authority of Puerto Ricans in Puerto Rico, without * * * 
advantage to the Union, and without being essential to the principle of association 
should * * * be removed from the compact. 

With the introduction of H.R. 5926, 86th Congress, 1st session, the 
reaffirmation of congressional recognition of the compact, government 
by consent, and bilateral action for changes seems to be sought, as 
well as specific gegen in the relationship. The proposal 
includes repealing the Federal Relations Act and replacing it with a 
careful listing of the essential functions to association. While it 
seems likely to this observer that Commonwealth leaders had hoped 
to accomplish these objectives with minimum opposition, they took 
a calculated risk in bringing the whole controversial constitutional 
prowen into the open. Now that Senator Henry Jackson, in a Senate 

earing on a companion measure to H.R. 5926, on June 9, 1959, has 
expressed serious reservations about certain features of the bill and 
its assumption of bilateral action, the challenge is before them. 
Retreat seems to be impossible, so the proposition must be faced. 
It appears probable, that for better or for worse, Congress must again 
face the issues previnuely implied but never clarified, as it did when 
considering Public Law 600 in 1950. 

At the risk of injecting personal opinion into a report which has 
sought objectivity, it still seems well to caution the reader concerning 
pertinent items. For one thi , the U.S. position before the bar of 
world opens might be seriously jeopardized by a blunt rejection of 
Puerto Rican claims regarding the bilateral nature of the agreement. 
In our 1953 stand before the United Nations, the principle that co- 
lonialism had been ended for Puerto Rico was the very basis for our 
argument there that the United States should no longer report on 
the island as a dependent area. Communist and anti-American 
propngensiete might make real capital out of any serious departure 

m that position now. 

In another respect, a congressional denial of the essential prin- 
ciples most sacred to the Puerto Rican could lead to another surge ot 
disillusionment and its resulting nationalism. A sizable segment of 
the population still clings to independence for the island as an ideal. 
The greatest chance for this nucleus to recruit a majority lies in a mass 
rejection of the existing bargain. Serious congressional modifications 
of the Puerto Rican understanding of the compact could possibly 
create this situation of turning away from the United States. 

The deep-seated Puerto Rican desire to attain a position of dignity 
and equality has been demonstrated over and over in the past history 
of the island. The prolonged, often discouraging struggle for con- 
cessions from Congress, the classic debates over status, the insistence 
upon a compact with bilateral assurances—all are evidences of this 
ingrained need. Even with the present Commonwealth many are dis- 
satisfied, but instead are demanding a more permanent, concrete status 
such as independence or statehood. All Puerto Ricans would argue 
against actions of an absolute sovereign over his colonial subjects. 
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They all regard personal freedom and the operation of local govern- 
ment without interference as a matter of right, not a question of con- 
gressional largess and beneficence. 

Finally, it seems almost trite to remark, that from a purely realistic 
and practical point of view, the Commonwealth has worked and 
worked well. Perhaps the remarkable gains have been made in spite 
of the governmental structure as some insist; perhaps the average 
Puerto Rican would be as happy under the old organic acts—but few 
who have observed the reformation, in terms of accomplishment, in 
spirit, and in energy, would deny that government has been a guiding 
and creative force in the process. 
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PART III 
ECONOMIC GROWTH SINCE 1940 


So many fine things have recently been written analyzing and 
describing the remarkable changes occurring in Puerto Rico, that any 
brief report seems obviously superficial. Nevertheless, in order to 
demonstrate the forceful impact of these changes upon the course of 
events in Puerto Rico, attention must be focused upon the profound 
economic activity on the island in the immediate postwar years. To 
give the reader of this report some perspective from which to judge 
the political climate and ferment, a brief review of the genesis of this 
development will be presented, followed by a picture of the position 
of the insular economy today. 

The story of Puerto Rico’s transformation from a vast “agricultural 
slum’’ to a bustling, dynamic enterprise of a widely diverse nature is 
actually an exciting one, for it involves human rehabilitation from the 
dregs of despair. Brilliant, selfless men with broad vision and rare 
devotion have virtually given their careers toward the vigorous pursuit 
of lifting a whole society by its very bootstraps. Rexford Tugwell, 
ex-Governor and himself closely attached to the early work, writing 
in 1953 about the change, has described it thus: 


Seldom in the annals of history can one find such a sudden, determined, and 
effective mood of enterprise. If it continues it may well be one of the great trans- 
forming achievements of human history. 

As a base from which to view this fantastic change, one should be 
aware of the major obstacles which had plagued the Puerto Rican 
economy for centuries. One of these detriments was a density of 
population with a persistent growth which defied all stopgap relief 
efforts. Puerto Rico had had a population of 70,000 when the 
American Revolution broke out, but by the time American troops 
arrived on the island in 1898 this had multiplied to some 950,000. 
Increasing rapidly under improved medical and health services, by 
1950 the population stood at 2,210,000, with a density per square 
mile of 664 compared to 57 per square mile in the continental United 
States. Despite a declining birth rate, a falling death rate which was 
more rapid spelled the essential difference. However, in recent years 
a persistent outmigration has served to siphon off much of the in- 
crease; meanwhile, the birth rate has continued to drop slowly, and 
the very low death rate will likely turn upward as the population 
grows older. Thus, after a century of explosive rise, virtual stabiliza- 
tion can actually be hoped for in the future. 

Another serious problem was an almost total lack of natural re- 
sources on the island, with the climate and the surface of the land 
representing the most valuable natural endowments. William H. 
Stead, in his National Planning Association report on Puerto Rico in 
1958, listed the following inventory of insular resources: 

(1) No known mineral deposits of commercial significance. 

(2) No fuels except sugarcane waste called bagasse. 
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(3) Limited forests and forest products. 

(4) Very limited commercial fishing potential. ' 

(5) A fully exploited hydroelectric potential capable of supplying 
less than one-fifth normal load. 

Counter balancing this list of an essentially deterrent nature were. 
the following items in the nature of assets: 

(1) A water supply adequate for most uses. 

(2) An excellent climate. 

(3) A strategic location on ocean and air routes. 

(4) A natural beauty conducive to fine living and vacationing. 

Reenforcing the limited natural advantages which Puerto Rico 
possessed as a base for economic improvement were a number of 
other practical considerations. Being associated with the common 
market of the United States, with its tariffs, common money, and 
free movement of goods has been very beneficial to the island. Fur- 
thermore, as an integrated part of the judicial system of the United 
States, Puerto Rico becomes more attractive to investment capital 
often suspicious of Government confiscation in foreign lands. The 
foregoing advantages, coupled with Puerto Rico’s dedication to the 
US. political procedures and its encouragement of free enterprise 
and investment profits, have increasingly attracted badly needed 
private capital from the mainland. Possibly one could add still 
other reasons which have stimulated the rate of growth. Among 
these would be Federal contributions to the economy, the freedom 
from Federal internal revenue laws, political stability, relatively 
low wages, and an energetic, ambitious people. : 

Historically, it is possible to trace the begmning of Puerto Rico’s 
economic progress back to occupation days, but modern writers 
look upon 1940 as the virtual start of the present movement. How- 
ever, it seems only fair to say that the groundwork had already been 
prepared prior to that time, for the New Deal days devoted to plan- 
ning, emergency relief, and reconstruction had helped to identify 
the problems and to seek a cure for the basic ills. Puerto Ricans 
who were later to carry on the development program received tute- 
lage and inspiration in some of those depression-spawned efforts at 
treating a whole society’s pains. 

In 1938 when the Popular Democratic Party was founded with the 
new philosophy of concentrating upon economic and social problems 
instead of political status, a new force became available to carry the 
burden of needs. The bold plan for improvement which this small 
group of intellectuals proposed has since been called Operation Boot- 
strap, for it was predicated upon energetic self-help rather than a 
Federal dole. 

Elected to office in 1940 with only nominal control, that party in 
the next 4 years passed legislation covering the whole economic and 
social realm. Here is a partial list of the work of those years; the 
creation of the Land Authority to carry out enforcement of the 500- 
acre law; the creation of other public authorities for communications, 
transportation, and water resources; the organization of a develop- 
ment bank and a development company; the establishment of a price 
control program; a 12-month salary for teachers; a start toward slum 
clearance; liberal labor laws; and antidiscrimination controls. 

At the time this effort was begun tuere were 112,000 Sse A 
representing about 18 percent of the population’s labor force, while 
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ny aa was so general as to be practically immeasureable. 
Net insular income of $228 million annually amounted to only $122 
per capita. The literacy rate of 68.5 had been attained in an educa- 
tional climate where only 32 of every 100 reached sixth grade and about 
half of all school-age children did not attend any classes. Hundreds 
of thousands of people crowded into city slums or squatted on rural 
land which they did not own. The economy was basically a single- 
crop, sugar-dominated one, with its vastly unequal distribution of 
wealth and land. In short, Puerto Rico was an island whose large 
mass of people were unemployed, ill-housed, uneducated, ill-clothed, 
and ill-fed. And perhaps even worse, most were without hope—for 
almost every plan or effort to aid the situation seemed to end in 
frustration or failure. 


EFFORTS AT AGRICULTURAL DEVELOPMENT 


Early emphasis in the new struggle was placed upon agricultural 
reform, for one-third of the island’s income came from that source. 
In 1940 wage rates were 6 cents an hour in tobacco, 7 cents in coffee, 
and 15 cents in sugar. The Land Authority was created to purchase 
acreage held in excess of the 500 acre limit and to distribute this on 
a more equitable basis. Proportional profit farms were organized to 
permit workers to share in the monetary gains in iy me growing and 

rocessing. Marginal lands were prise a for rural homesites, while 
urigation and swamp draining was begun for reclamation of virtual 
waste lands, Better land utilization, improved pasturage, capital and 
credit for small farmers, and the development of a marketing and dis- 
tribution system were all targets in the program. To rid the island of 
the plague of a one-crop economy, efforts at diversification have re- 
sulted in the rehabilitation of the coffee industry, introduction of new 
cash crops such as pineapples, and vast improvement in the cattle 
and dairy industry. Continuous efforts have been made to improve 
the production of garden crops for the home market. 

To aid in the agricultural effort the U.S. Department of Agriculture 
and the Puerto Rican government have ig: mages in experimenting 
with crops, animals, soils, and fertilizers. They are presently seeking 
to encourage poultry and production, hog raising, and the plant- 
ing of a wide variety of I en vegetables, The result of the whole 
effort has been to raise the value of agricultural production while an 
overall decline in employment in that field has been occurring. Of 
course, the income per agricultural job has vastly improved. In 1940 
the annual production of agricultural commodities was valued at 
$83.8 million, while in 1958 this had climbed to $228 million. Mean- 
while, employment in agriculture had fallen from 230,000 in 1940 to 
170,000 in 1957. 


THE INDUSTRIAL DEVELOPMENT EFFORTS 


In 1942 the Puerto Rico Industrial Development Company 
(PRIDCO) was created, along with its essential companion agencies, | 
the Government Development Bank and the Planning Board. These 
resulted from a growing awareness that the large population and 
limited resources of the island precluded any real success in improving 
conditions unless major emphasis were placed upon industrial expan- 
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sion and the creation of jobs. While the early efforts of the new 
government were devoted: largely to agricultural improvement and 
vital social-welfare activities, the creation of the dustrial organiza- 
tions and their complementary agencies of water resources, trans- 
portation, communication, and aqueduct and sewer authorities marks 
the real move to implement the realization. 

Initially it was believed that an industrial base could best be created 
by Government ownership and operation of key industries. There- 
fore, with capital made available from the boom in wartime rum 
revenues, PRIDCO built or purchased plants to manufacture cement, 
glass bottles, shoes, clay products, and paperboard. Before long it 
was apparent that if Government funds were to be used for creating 
and operating the plants, that they would prove to be a mere drop 
in an ocean of need. While the factories operated by the Govern- 
ment had served to prove that Puerto Rico could produce something 
besides needlework and sugar, by 1947, 5 years after the program’s 
inception, only a tiny dent had Caos made in the essential problem 
of unemployment. ost of the Government’s war-created “nest 
ege’”’ had been spent, and only 2,000 jobs had been provided where 
200,000 were needed; the Government investment was generating 
some $4 million per year in new income, but another billion dollars 
seemed necessary. 

Realizing the galling hopelessness of achieving their goals on the 
route being followed, the leadership decided to dispose of the govern- 
ment operations in manufacturing and to embark upon a vast new 

rogram of promotion of private investment capital from the main- 
nds Already existing in their favor was the important factor of 
exemption from United States internal revenue laws, meaning that 
investors might find relief from corporate excess-profits taxes. There- 
fore, to capitalize on this attraction, the insular legislature in 1947 
passed the first of a series of industrial tax exemption acts which 
promised those firms which might qualify a 10-year period of blanket 
relief from Puerto Rican taxation. This included exemption from 
individual, corporate, or partnership income, as well as dividend 
or profit distributions to residents of Puerto Rico; it also made the 
investor free from municipal or Commonwealth property taxes and 
license fees. 

With this “incentive of all incentives—tax exemption’ nicely 
packaged, Puerto Rican officials neatly prepared some other attrac- 
tions. Money derived from the sale of the government industries 
was used to construct facilities and factories for lease or sale to the 
new manufacturing plants anticipated. After the program was 
placed in high gear, other promotions included training programs for 
employees, personnel recruitment, construction of tourist accomoda- 
tions, loans to prospective. enterprises, and a vastly expanded, high- 
pressure promotional campaign. Today, in 1959, Puerto Rico 
operates industrial promotion offices in New York, Los Angeles, 

iami, Chicago, and has begun to look hopefully toward Europe. 

Other items which are used in the effort to win new enterprises are 
a fine climate, available transportation by air or sea, a large labor 
surplus with lower wages than the standard mainland rates, and 
rapidly eee facilities of education, medical care, and housing. 
In short, by using the hard-sell techniques of modern business, and 
by energetic attention to the creation of necessary selling points, 
Puerto Rican leaders have accomplished a small miracle. 
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After the shift in emphasis in 1947, PRIDCO began to make modest 
headway. By 1950, 66 private industrial plants had been started. 
The legislature reorganized the administrative machinery in that year 
by creating the Economic Development Administration (EDA), which 
incorporated the development company, the transportation authority, 
industrial promotion, rum Vesper and the tourist programs. f 
Teodoro Moscoso, head of PRIDCO from its inception in 1942, has 
directed the new administration since its creation in 1950. His ex- 
cellent staff of more than 300 people, mostly Puerto Ricans, continues 
to eye new horizons. A Caribbean trade mart is contemplated, retail 
growth has been stimulated, and the industrial administration has 
ams 4 the construction of the first submarine telephone and tele- 
graph cable for the area. At a cost of $17.5 million, American Tele- 
phone & Telegraph has been installing the service which will be ready 
early in 1960. 

Everywhere one goes in Puerto Rico he sees evidence of the eco- 
nomic progress. One of the most familiar of signboards on the island 
is one which stands before any attractive factory building and bears 
the words: “Otra Fabrica del Programa de Fomento’’—another factory 
of the development program. From 1947 to June 30, 1959, this 
fomento or development had promoted some 722 enterprises with a 
total investment in industrial concerns amounting to $500 million, 
By June 30, 1959, more than 42,000 workers Sik hea employed in 
such plants. Since it is estimated that for every such decent-paying 
job in manufacturing, another job is created in service, construction, 
transportation, or distribution, an estimated overall increase of more 
than 80,000 persons in gainful employment was achieved in a 10-year 
period. The Commonwealth’s net income in fiscal year 1959 rose to 
$1,148 million from the 1940 figure of $228 million. ry eae’ of 
three-fifths of the increase has been generated, directly and indirectly, 
by the manufacturing sector. Per capita net income by June 30, 
1958, had risen to $469. 

Puerto Rico’s industrial promotions goals remain ambitious ones, 
yet in comparison with the standards of the continental United States, 
they are modest. The aim is to achieve, by 1975, the same per capita 
income of $1,582 which the United States enjoyed in 1950. If the 
rate of expansion of the Commonwealth net income continues as in 
the recent past at 6 percent per year; if the recent record of industrial 
expansion can be maintained; if the birth rate continues its present 
downward trend and the U.S. economic conditions continue to en- 
courage an annual out-migration of some 50,000 persons—if all 
these circumstances work to Puerto Rico’s advantage—planners fore- 
cast that by 1975 there will be 2,500 industrial plants on the island, 
employing some 200,000 persons. It is predicted that by that date 
only 6 percent of a labor force of 856,000 will be unemployed, com- 
pared to over 13 percent unemployment in 1959. 


OTHER ECONOMIC ASPECTS 
Tourism 
As recently as 10 years ago —— seldom thought of Puerto Rico 
as a tourist center. When the industrial development promoters 


began bringing businessmen to San Juan, it was forcibly realized that 
hotel accommodations were vastly inadequate. Only the Condado 
Beach Hotel, the Normandie, and the Escambron existed, and these 


_ 
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had not been improved sufficiently to encourage the mainland tourist, 
Since there were no investors who wanted to risk a hotel project, 
PRIDCO built the Caribe Hilton Hotel in 1949 and leased it to the 
Hilton hotel chain. This marked the beginning of Hilton’s overseas 
ne now known as Hilton International. Since that time 
PRIDCO promotions and private investment have constructed new 
hotels so rapidly that statistics have scarcely been compiled to keep 
up with trends. Among those hotels built since 1949 have been the 
303-room San Juan Intercontinental, a 100-room wing on the Caribe 
Hilton, the 100-room La Rada, the 297-room La Concha, and a $10 
million, 136-room development at Dorado Beach. El Barranquitas 
in the mountains and the El Ponceno under construction in Ponce 
have further served to offer accommodations away from San Juan, 
Plans for a 300-room Sheraton Hotel have been announced, as well as 
a $10 million resort at Boca de Cangrjos Beach in Isla Verde with 
300 rooms. Still another, the 150-room Americana, designed to cater 
to middle-income tourists, has been planned for the Isla Verde sectiong 

It is predicted that by June 1960 there will be 2,790 first-class hotel 
rooms available in Puerto Rico, with about one-fourth of them outside 
of San Juan. In order to promote tourist spending and better dis- 
tribution of the new income, the Economic Development Administra- 
tion publishes a monthly magazine for distribution, describing tours 
of the island, interesting sights, and shopping suggestions. Numer- 
ous touring services and guides have been created, as well as a growing 
number of new restaurants and entertainment spots. These im- 
| Saber facilities are now attracting over 200,000 visitors per year. 

hese pees are spending over $30 million in Puerto Rico annually. 
Careful studies have been made concerning who they are—where they 
come from, their reasons for being in Puerto Rico, their annual in- 
comes, and their expenditures while there; these in turn are used for 
future promotional activities and for determining needs. 

Housing 

The visitor to Puerto Rico prior to 1940 was invariably appalled by 
the extensive city slums and by the shanties and huts which made up 
most of the rural housing. By 1959 a massive assault has been made 
on this problem on many fronts. The Puerto Rican Public Housi 
Authority, the Federal Housing Authority, the Federal urban renew 
program, major municipal authorities, and vast privately financed 
= ects have contributed notably toward improving the conditions. 

illions of dollars in public and private financing have gone into the 
struggle, so that one of the most obvious features of the new Puerto 
Rico which is emerging is the tens of thousands of attractive new 
homes springing up everywhere. Low-rent housing developments 
where former slum-dwellers now live in comfortable and beautiful 
surroundings are numerous. Often the units rent for as little as $3.50 
per month. 

In the rural areas, over 50,000 plots for houses for the landless 
squatters have been distributed. On these a bold, new self-help cone 
struction program is replacing the weatherbeaten, termite-ridden 
wooden shack with a solid, permanent concrete home for a little as 
$450. The poor tenant who thus becomes a proud homeowner pays 
less than $1 per month on his mortgage, as well as providing his own 
free labor during the construction of his home and that of his neighbors, 
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In the field of housing, ee the dramatic gains so much in evi- 
dence, much remains yet to be done. In the cities miserable slum 
areas eee to human dignity still exist; in the country far more 
than half of the homes need marked improvement. In fact, in this 
area lone the challenge to continued endeavor bids fair to persist for 
generations. 

Other construction, such as hotels, stores, hospitals, schools, and 
office buildings, has been booming. This tremendous activity is 
literally heoang the very landscape of the island. .New super- 
markets and their clustered shopping centers are eno while 
cooperatively owned office and apartment buildings (called condo- 
miniums) seem to be virtually mushrooming in the newer areas of 
metropolitan San Juan. 

Highways and transportation facilities 

Any modern industrial state quickly realizes the importance of cheap 
and rapid internal and external transport facilities. Puerto Rico 
began her program in 1940 with 1,487 miles of hard surfaced but 
generally narrow and winding roads. At that time there were 26,847 
motor vehicles registered; by 1957 the miles of hard-surfaced roads 
had been increased to 2,727. These included some fine, modern, four- 
lane divided highways in the San Juan area, but the tremendous in- 
crease in the number of registered motor vehicles has grossly com- 
pounded the problem. In 1958 there were over 140,000 cars and 
trucks plying ighways constructed primarily for a former day. In- 
dustrial expansion throughout the island has made trailer-truck dis- 
tribution of goods and materials a positive requirement; this fact 
coupled with the mountainous terrain and heavy automobile an 

estrian travel, makes Puerto Rico’s highway network definitel 
inadequate. While the need is generally recognized,, the limited fun 
available from Commonwealth sources and Federa* grants have pre- 
vented marked progress in highway construction. 

Puerto Rico’s international airport outside of San Juan handles 97 
percent of the 1 million persons arriving or departing from the island 
each year. eee in 1955, the $16 million field financed by Com- 
monwealth and Federal contributions, although beautifully designed 
and modern in its appointments, has already proven to be inadequate. 
Planners estimated passengers at 968,000 per year by 1970, but in 
1958 this figure had already been surpassed. To cope with the prob- 
lem, the air terminal building will soon be enlarged, the cargo-handling 
facilities improved, and jobegs runways constructed. The 7,800-foot 
runway presently serving will be lengthened to 9,400 feet. Jet flights 
from New York, due to be inaugurated late in 1959, will cut flying time 
to 3% hours. While first-class flights cost about $105 from New York 
to San Juan, tourist class economy flights have recently been reduced 
to $40.50 on certain slack days of the week. 

Since much of Puerto Rico’s food supply, industrial raw materials, 
and exported production moves by ocean transport, harbor and port 
facilities are very important. Present port facilities include 9 piers 
operated by the government and 12 operated privately. A long 
range plan for development is presently continuing. 

e day of the trailer ship, with its speedy, safer handling of cargo, 
reduced costs, and lower insurance rates has already arrived. Even- 
tually most of Puerto Rico’s dry cargo will be thus shipped, helping 
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to stabilize freight rates. This system permits loading and unloading 
a ship in a few hours rather than days with conventional ones. How- 
ever, strong unionization of the longshoremen, with their 
tion to such speedups, might threaten to prevent gains for Puerto 


Rico in the use of trailer ships. 
Education 

Despite population growth and limited Commonwealth funds avail- 
for the job, strides have been made in bringing mass education to the 
island. In 1940 less than half the school-age population was enrolled 
in any school, and illiteracy hovered around 32 percent. Today there 
are over 700,000 enrolled in schools and illiteracy has been reduced to 
16 percent. Expenditures for education have climbed from $7.3 
million in 1940 to $63 million in 1958, representing about 27 percent 
of the insular government’s budget. While this demonstrates a fine 
effort, it still falls considerably short of needs if Puerto Rico is ever to 
approach the educational standards of the average State of the 

nion. The Puerto Rican expenditure represents about $92 per 
pupil per year, while more than $300 per — per year is considered 
standard in the United States proper. This lag is seriously reflected 
in low teacher salaries on the island. 

Rapid improvements in most phases of the island’s educational 
system have been taking place, including the basic aim of providing 
at least a 6-year education for every child. Today, some 90 percent 
of the elementary school-age children are enrolled. ile high school 
educations were once quite limited in Puerto Rico, there are now facili- 
ties for a larger percentage of the elementary graduates. Vocational 
school training, by day and night, has been amar rapidly forward, 
and colleges, both private and public, have been swamped with ap- 
plicants. The University of Puerto Rico, for example, enrolled some 
17,000 students in 1958. 

From the time of American occupation in 1898 until 1930, upon the 
insistence of the United States commissioners of education and many 
Members of i, English was the basic language of instruction 
in the schools. This was in spite of the persistent fact that Spanish 
was the language of the home and street. While this system was 
protested against by Puerto Rican and U.S. educators as contrary to 
sound educational practices, nothing was done until 1930 when Dr. 
Jose Padin, a Puerto Rican, was named commissioner of education. 
Under the Padin plan all the teaching in the primary schools was done 
in Spanish, but English was a required subject. 

en the Nationalist violence broke out in 1936, renewed pressure 
was put on the Interior Department by Congress to compel a return 
to the system of teaching all school subjects in English. In 1937 a 
Dr. Gallardo was appointed, and under his control a half-English 
half-Spanish plan was tried. After 1948 when Puerto Rico elec 
her own Governor the island returned to teaching all subjects in 
Spanish, with English being a required subject. 

In recent years the value of English for the individual Puerto Rican 
has become more pronounced, with many better jobs depending 
upon bilingualism. This economic advantage will likely stimulate 
the use of English by more and more of the island’s people, since the 
opportunity to use another language often makes learning it seem 
more sensible. 
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In summary, let it be said that Puerto Rico’s educational system 
still has numerous problems. Many of the 13,000 teachers have less 
than a 4-year college education ; classrooms are generally overcrowded 
and teacher-pupil load is much higher than good practice dictates; 
rural schools need to be built and transportation provided. Supplies 
are often very short, and books are likewise often unavailable. i is 
difficult to attract the high caliber, fully educated teacher on salaries 
which are ny unattractive. Money is needed more than 
anything else, but the government is already making a valiant effort 
in the face of obviously heavy pressure for expenditures in dozens of 
other categories. 


PUBLIC AGENCIES AND THEIR ROLE IN ECONOMIC DEVELOPMENT 


While most of the major programs for economic development are 
originated by the responsible Government agencies such as the De- 
partment of Agriculture, Commerce, or the Economic Development 
Administration, many other complementary functions are provided by 
a variety of Government-created authorities. For instance, plans 
initially proposed by key Government departments are welded into 
a comprehensive program for the island by the Puerto Rican Planning 
Board. This board, established in 1942 in the early legislation spon- 
sored by the Popular Democratic Party, was in part the outgrowth of 
the earlier New Deal planning division of the Puerto Rican Recon- 
struction Administration. Gov. Rexford Tugwell a its creation 
and persuaded many able men from the faculty of the University of 
Puerto Rico to serve on the board as members. A number of these 
planners have since become key personnel in Puerto Rican government 
positions. By preparing master plans for insular development, by 
coordinating the work of many agencies, and by acting as adviser on 
broad fiscal policy and public works, the board serves the needs of the 
Commonwealth’s emphasis upon economic progress. Its functions 
have been divided into four areas: (1) city planning, zoning, and 
permits; (2) public works projects; (3) fiscal planning and statistical 
analyses of economic trends; and (4) master planning dealing with 
roads, hospitals, airports, and urban redevelopment. 

Also created in 1942 as part of the economic development program 
was the development bank, now called the Government Development 
Bank of Puerto Rico. Endowed with broad powers from the be- 

inning, the bank has assumed dual functions: (1) as fiscal agent for 

e Puerto Rican government, the municipal governments of the 
island, and the public authorities; and (2) as lending agent for develop- 
ment purposes to promote private industry and construction. In its 
capacity as fiscal agent, this bank sells bon tr in the mainland 
financial markets for long-term financing of government and public 
improvement projects. For instance, in 1957-58, the bank acted 
as agent for issuing $18.3 million in Commonwealth bonds, $5.64 million 
in municipal bonds, $25 million in water resources authority bonds, 
$7.5 million in bonds for the aqueduct and sewer authority, and for a 
number of other smaller issues. 

In its owe 2 function the bank has placed primary emphasis upon 
loans to manufacturing prospects, but has recently expanded its lend- 


ing activities in other fields such as commercial and office buildings, 
supermarkets, shopping centers, cooperative apartments, and office 
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buildings. It is still also pushing tourist. facilities and hotels. In 
many instances in the past, the bank has pioneered the task of lending 
money to enterprises which were considered poor risks by the com- 
mercial or private banking community. As economic development 
has continued and this variety of new enterprises has prospered, 
more private banking money has been made available, giving the 
development bank the opporranity to widen its horizons in looking 
for new promotion possibilities. Recently the bank has even made 
small loans amounting to $400 available for poor fishermen to pur- 
chase motors for their craft in order to stimulate an increase in the 
locally caught fish supply. 

Since adequate water supplies, sewage facilities, electric power, and 
efficient transportation are all positive requirements for successful 
industrialization, it was decided early in the program to provide these 
ingredients by government action. In an economy as stagnated as 
that of Puerto Rico’s prior to 1940, reliance upon private capital, with 
its need for the profit motive, was virtually impossible. Expansion 
of facilities on a vast scale as envisioned by the planners seemed 
possible only through government initiative. 

In 1941, a water resources authority was created to develop the 
island’s electric power and to supervise established irrigation pro- 
pram while providing new ones. The success of the operation has 

en one of Puerto Rico’s proudest achievements. The spectacular 
increases in consumer and industrial demands for power on the island 
have consistently been met by the foresight of the authority and its 
efficient operation of a modern power complex. From 1946 to 1955, 
eet) consumption increased 13 percent each year in Puerto Rico 

ouble that of the mainland. Since that time, the average rate of 
increase has risen to 18 percent or more per year. 

A fully developed hydroelectric: potential provides less than one- 
fifth of the total power delivered to customers, with the remaining 
four-fifths produced in steamplants using imported fuel oil. Despite 
rapid expansion, difficult transmission problems, and the high cost of 
using an imported fuel, rates to consumers have compared rather 
favorably with those on the mainland in areas using steam generation. 
The modern plants with their dependable output have been a real 
contribution to the industrial development program. 

Another public authority making an indispensable contribution to 
the development program been the aqueduct and sewer authority. 
Created in 1945 to provide decent drinking water for all domestic 
consumers and to satisfy industrial and commercial demands, and also 
to construct sewage facilities for the island’s municipalities, the au- 
thority has proceeded with its monumental task. Today, safe drinking 
water is available for every community, while adequate sewage systems 
are rapidly nearing completion. 

Other agencies of a similar nature in relation to the development 
program might include the port authority, with its subsidiary Metro- 

litan Bus Co.; the Puerto Rican Housing Authority, the land author- 
ity, and the department of public works. While each obviously merits 

ther comment, their contributions have already been briefly touched 
upon elsewhere in this report. 
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MIGRATION TO THE U.S, MAINLAND 


One of the key items in Puerto Rico’s economic resurgency has been 
the sharp reduction in the rate of population increase in recent years. 
While a declining birth rate has helped some, the island’s population 
growth has been considerably retarded by increasing outmigrations 
to the mainland. 

While moving from home to home, county to county, and from 
State to State has become a natural part of the American scene 
perhaps for no segment of our Nation has its effect been more profoun 
than in Puerto Rico. More than 30 million persons in the United 
States move each year, with 2,500,000 actually moving from one 
geographic region to another. Behind such moves the primary factor 
motivating the migration is better job opportunities. 

Any attempt to understand the large migrations of Puerto Ricans 
to the mainland must therefore be interpreted in the light of such 
national statistics: (1) large numbers of Americans move each year 
from State to State or region to region; (2) their reasons are essentially 
economic. Hence, the coroll seems natural and also true: (1) 
ae yeep numbers of Puerto Rican Americans move each year from 
island to mainland; (2) their reasons for doing so are essentially 
economic. 

Annual averages for Puerto Rican migrations to the United States 
reflect many circumstances—improved transportation at lower cost, 
growing assimilation, and the level of mainland economic activity 
seeming to be most important. From 1909 to 1930, the annual av- 
erage was just under 2,000 persons; from 1931 to 1940, less than 1,000 
persons; from 1941 to 1950, nearly 20,000 persons; and since that 
time nearly 50,000 persons. Further indication of the sensitivity of 
recent migrations to employment chances are given by the statistics 
which reveal an alltime pe during the Korean war boom years, 
1952 and 1953, and very sharp declines in recession years such as 
1954 and 1958. . 

On December 31, 1957, there were an estimated 800,000 Puerto 
Ricans, by birth or parentage, in the continental United States; 
of these, over 600,000 lived in New York City, divided mostly among 
the boroughs of Manhattan, the Bronx, and Brooklyn. However, 
according to the 1950 census, the percentage of Puerto Ricans living 
in New York in comparison with the rest of the Nation has been 
dropping, and the 1960 census will likely indicate that this trend 
continues. 

While serious problems of assimilation have been manifested in 
areas of heavy concentration of Puerto Ricans, with the resultant 
social problems of crime, unemployment, and slum conditions, efforts 
to improve the situation have been made jointly by the Common- 
wealth government, the State of New York, and the city of New York. 
Meanwhile, sizable numbers of Puerto Ricans have migrated to other 
major cities, with Chicago and Philadelphia having 25,000 and 13,000, 
respectively. It is hoped that larger proportions of the migrants can 
be diverted in future years to places other than New York and New 
Jersey, but the presence of friends and relatives in those areas provides 
a powerful attraction to the new migrant. 
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PUERTO RICO’S TAXATION AND GOVERNMENT FINANCING 


internal revenue taxes, with a few minor exce 
tions, are not in force. Taxes imposed by municipalities, mai uy 
property and license levies, account for less than 10 percent of to 
collections. The tax system of the Commonwealth consists of income, 
excise, property, inheritance, gift, and license taxes. In 1958, with 
total Commonwealth revenues amounting to $203,564,000, excises 
produced more than one-third of the income, while income taxes pro- 
vided for about one-fourth. 

While the personal income tax law is too detailed to include here 
it is interesting to note that it is essentially similar to our Feder 
income tax law except for specific features. For instance, personal 
exemptions for married couples total $2,000, and for a single person, 
$800; on the other hand, dependents provide only a $400 exemption.. 
For concrete example, a married man with a wife and two children 
who earns $6,000 per year and who. claims the standard 10 percent. 
deduction would pay about $270 tax in Puerto Rico in contrast, to 
about $600 in the United States. However, in certain tax brackets, 
generally those above $10,000 per year gross, the Puerto Rican income 
tax is similar to or higher than the Federal tax. Puerto Rico’s corpora- 
tion and partnership income tax, in general, is much lower than the 
Federal tax, however. 

Puerto Rico’s excises are placed upon a wide variety of products 
and the rates show no effort to standardize application. On gasoline 
the tax is 8 cents per gallon; on cigarettes, 21 cents per pack; entertain- 
ment excises run 20 percent of admission fees; on candies and gum, 
15 percent of selling price; on jewelry, luggage, and cosmetics, 20 

reent of selling price. One of the most controversial taxes in Puerto 

ico seems to be the excise upon motor vehicles. Based upon the 
theory of stimulating the use of smaller cars because of congested road 
conditions, plus the need to encourage personal savings and invest- 
ments rather than consumer spending, the law requires a 20 percent 
tax on all automobiles costing less than $2,000; that is, a $400 tax 
on a $2,000 car. On the larger, more expensive models over $2,500, 
the tax is applied at the rate of $700, plus 80 percent of the amount 
in excess of $2,500; for example, on a $4,000 car, the tax amounts to 
$1,900, m the total purchase price equal to $5,900. Further- 
more, the taxable price is defined as the price charged by the manufac- 
turer to the Puerto Rican distributor, plus 32 percent. When one 
considers cost of shipping as part of the manufacturer’s charges, it is 
readily seen that buying a new automobile, of any price range, becomes 
a major financial investment. Despite these discouragements, auto- 
— e registrations continue to rise, numbering nearly 130,000 in 
_ In addition to the high excise tax for the motorist, the license fee 
is also a stiff one. For cars registered since 1956, the license fee is 
figured thus: (1) if taxable price does not exceed $1,800, the first 
year license fee is 3 percent; hence, $54 per year on an $1,800 car; 
(2) if taxable price exceeds $2,000, the first year license fee is 6% 
percent; or $260 on a $4,000 car. Again, the he is designed to en- 


Taxes beat in Puerto Rico are of two types: Commonwealth and 
municipal. Federal 


courage purchase of the smaller, cheaper models, . 
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Property taxes in Puerto Rico are subject to two rates: one fixed 
by the Commonwealth legislature, and another fixed by the municipal 
assembly for the area where the property is located. Assessments 
are based upon estimated market values, annually revised. A 
typical example would be the Commonwealth rate of ninety-seven 
one-hundredths of 1 percent, or $99.70 on a $10,000 property. In 
addition, the same property would be subject to a municipal tax of 
about 1 percent. ) 

Federal grants-in-aid and U.S. excises on offshore shipments, 
amounting to about one-fifth of total Commonwealth income for 
1958, are the principal non-Commonwealth revenue sources. | 

While the preceding discussion of insular taxes has in no way been 
an effort to cover the entire fiscal outlook of Puerto Rico, this sam- 
pling has been presented to give the reader some inkling of the financial 
picture for the island’s government. Under previous remarks about 
the economic projects and social-welfare activities, it was made clear 
where that income goes. Like almost all governments today, needless 
to say, the pressure of need and public demand \ eocyae ar exceeds 
revenue sources at hand. Thus there is the dual tendency to be 
constantly resisted—that is, either to raise taxes still higher, or to 
mortgage the future by heavy borrowing. 


ECONOMIC OUTLOOK AND PROBLEMS AHEAD 


Commonwealth leaders and planners, with their eyes on the goal 
of reaching a standard of living in 1975 equivalent to that of the con- 
tinental United States in 1950, freely admit that the possibility faces 
many uncertainties. First, let us reassert that gigantic strides have 
been‘taken. Starting boldly in 1940, yet making progress in sporadic 
and at times barely perceptible advances in those early years, the 
economy has since grown by leaps and bounds. It has included many 
dislocations and uneven progressions, and has — through certain 
predictable and other unpredictable phases. most everyone con- 
nected with the struggle has been pleased with the results, but no one 
would be so naive as to say that the future will take care of itself. 
Instead, continued advancement will require every concentration of 
the past, plus new improvisations to prevent stagnation. 

We have already noted that there are pitfalls and soft spots all 
along the path toward the professed economic goal. Some are beyond 
the power of insular officials to control; some depend upon the avail- 
ability of funds, proper economic climate, and a friendly political 
atmosphere. For instance, the migrations to the mainland mentioned 
earlier are so important to the employment picture. When mainland 
economic conditions are such as to fail to attract Puerto Rican workers 
and their families, the pressure of population increases adds thousands 
of unemployed hands to the labor pool. This necessary dependence 
— migration to prevent higher unemployment makes all goals and 
planning tenuous at best. Furthermore, mainland economic reces- 


sions usually result in a slowdown in the vital rate of capital invest- 
ment on the island. is 

As has been seen, the:remarkable gains of recent years have been 
primarily in the field of industrial plant promotions made possible by 
mainland investors. This investment has been achieved, essentially, 
through incentives to locate in Puerto Rico rather than in some other 
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part of the United States. Foremost among those attractions to 
capital have been Federal and Commonwealth tax exemption. While 
it is unlikely that the Federal exemption shal] be removed unless there 
were a change in political status, the Commonwealth tax exemption 
for a 10-year period will soon expire for a number of promoted plants. 
Whether these expirations will seriously affect the economy in the 
form of mass closings and pullouts is already debated, with the con- 
fident guess being that only a small proportion of marginal operations 
will leave for that reason. Anyway, many of these low-investment, 
high-labor industries have already given way to oriental competition. 

On the other hand, Commonwealth officials warn that removal of 
the Federal exemption would virtually kill their promotions of new 
industry; and if new investment should cease, goals would be unreach- 
able, and Puerto Rico’s economy would begin the inevitable down- 

ard spiral toward a subsistence economy once again. While such 
forebodings are only conjecture, and in part political dogma of the 
majority party, practical consideration of the economic picture cer- 
tainly tends to add credence to their fears. 

Other vulnerable spots in the economic picture might be the rapid 
rise in vig rates, forced by Federal action or union pressure. Whil e 
the goal all along has been to raise the standard of living, a too rapid 
boost in labor costs might tend to discourage ca ital expansion. 
With annual revisions of minimum wages for each industry in Puerto 
Rico fixed by Federal law, the spiral of wage costs has already climbed 
sharply. By 1957 some 37 industries had surpassed the $1 minimum 
wage pi, Sahiuemty of the mainland. Thus, constantly increasing labor 
—~ ill soon tend to offset other advantages of locating in Puerto 

ico. 

Coupled with the rising labor costs is the obvious problem of trans- 

rtation. Raw materials must be moved to Puerto Rico for manu- 

acture, and then the finished product must be sent to the mainland 

market. These additional costs of labor and transportation might 
soon cancel out those gains implicit in tax advantage. Puerto Rico 
looks toward future efforts to win congressional concessions to ease 
the burden of high shipping costs predicated upon the coastwise ship- 
ping laws. She also foresees lower handling charges by wider use of 
the trailership techniques. On the other hand, the pressure against 
such advances by the labor unions clouds the rosy hopes for future 
relief from high transportation costs. 

Other problems ahead for continued economic progress have already 
been touched upon, but will be summarized here. For example, in- 
dustrialization has already stimulated rapid urbanization. This 
creates a flood of demands for new facilities such as sewage, housing, 
hospitals, schools, and public transit. Despite herculean efforts and 
long-range planning, Puerto Rico has not been able to keep up with 
demand. Conscientious planners repeatedly request two and three 
times the amount of Commonwealth funds available to push these 
needed facilities. Highway spending, including Federal grants-in-aid, 
has been at the rate of $15 million per year, despite planning requests 
of double that figure. Overall capital improvements from Common- 
wealth sources have been averaging $35 million per year, but recom- 
mendations have been that $60 million per year is needed now and 
that $100 million per year can be the eventual requirement. From 
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this even limited view, it should be rather obvious that the tremendous 
backlog of unfulfilled demand for highways, housing, and other public 
facilities will continue to impose tremendous financial burdens upon 
the insular treasury, and that progress in these vital areas will depend 
upon increased taxation and a mortgaged future. 

A similar sobering problem for the continued well-being of the 
economic community lies in the educational system. The likelihood 
of considerable shortages of trained manpower in the future is based 
upon an awareness of the changing nature of the economy. An in- 
creasing demand for a more highly skilled labor input is a fundamental 
postulate of the high-investment industrialization confidently foreseen 
and already planned for. A 1957 report to the Governor by the 
Pennie, Uaents estimated that by 1975 6 percent of all jobs will re- 
quire college graduates, 31 percent will need senior high school grad- 
uates, 20 percent will require junior high training, and 31 percent 
will demand at least an elementary school education. 

If such predictions should materialize, it means that Puerto Rico 
must increase its present educational services to handle 450,000 at the 
elementary level, 200,000 at the junior high level, 100,000 at the senior 
high level, and 25,000 at the college level. This implies a fantastic 
increase in educational endeavor and expenditures to provide the 
supplies and facilities. Already these educational plants at the inter- 
mediate, high school, and college levels are woefully inadequate. In 
order just to accommodate the same proportions of students who have 
gone on to higher levels in the past, intermediate schools need ex- 
panding by 48 percent before 1963, high schools by 77 percent before 
1965, and colleges and universities by 100 percent before 1966. 

ile the foregoing summarization has been brief and spotty, it has 

been intended to demonstrate three essential conclusions: 
(1) that progress has been remarkable and peigertrthy: 
(2) that a long, wearisome effort lies ahead before a relatively 
decent standard of living can be achieved for all of the island’s 


people; 
(3) that continuance of the rapid progress depends upon a 
a of variables, some of which are beyond insular control. 
Hence, in the light of such realizations concerning the nature of the 
past effort and the possibilities and problems of the future, any actions 
taken by the Congress of the United States toward Puerto Rico should 
be carefully chosen and considered so as not to upset the delicate 


equilibrium of a stripling economy. 


PART IV 
THE UNRESOLVED ISSUE OF POLITICAL STATUS 


In another part of this report the historical evolution of Puerto 
Rico’s government from that of a militarily occupied territory to 
that of a virtually self-governing Commonwealth has been traced. | 
In that evolutionary process it was repeatedly emphasized that 
Puerto Ricans desired what was referred to as “ultimate” or “final” 
status; that is, organic acts should give way to some form which 
would be permanent. Envisioned as permanent forms were state- 
hood and independence. Then the present idea of a Commonwealth 
or freely associated state was devised in 1950, but with the express 
understanding on the part of the people that it did not purport to be 
final. Upon the repeated promises of the Popular Party leaders, 
both in the campaigns and before the congressional committees 
holding hearings on the proposal, the door was to be left open to an 
eventual change. 

For a time after the Commonwealth was adopted in 1950-52, 
agitation about status almost subsided. During each political cam- 
paign it has been revived, however, and since the admission of Hawaii 
and Alaska to statehood the issue has become a lively one. State- 
hood partisans see at long last a glimmer of hope for their stand, 
and have returned to the attack with renewed vigor. As if to dem- 
onstrate their regard for what they have helped to create, Common- 
wealth supporters have asked for changes and clarifications in the 
existing ‘‘compact.’’ Therefore, in literal self-defense for their ideal 
of complete separation, the independence advocates have countered 
with renewed demands of their own. 

It is in the light of these conditions that this report has been pre- 
pared, with its historical background, analysis of prevailing opinions 
about Public Law 600, and its picture of Puerto Rico’s economic 
position today. In all fairness to the Fe deymaiys of each of the forms 
of government proposed in the status debates, an effort is here made 
to present a reasonably accurate summary of their views. 


INDEPENDENCE VIEWS 


niet various political parties in Puerto Rico have included the 
idea of independence in their platforms through the years, it was only 
in 1948 that the present Independence Party was formed and that it 
contested an election. Prior to that time, the Federal Party, which 
later became the Union Party, and in turn the Liberal Party, had 
advocated independence for Puerto Rico with varying degrees of 
enthusiasm. At times leaders and adherents vacillated in _ their 
support of complete separation from the United States. Then in the 
1930’s a militant force demanding independence by violence, if neces- 
sary, served to partially disciait the movement. In the middle 
1940’s the Pro-Independence Congress held several big rallies and 
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whipped up considerable support for a ual t of complete 
sovereignty for the island. It is difficult to ju the degree of 
nessa: 4 behind the movement at any given time, for even in con- 
testing an election on such a platform, other issues and strong per- 
sonalities have been involved. 

In 1948 the new Independence Party, led by Dr. Gilberto Concep- 
cion de Gracia, was launched by polling 66,141 votes. While some 
semen claim that this election was clearly indicative of the support 
or statehood, independence, or the autonomous commonwealth which 
Governor Mufioz Marin had proposed, again it was true that other 
issues and personalities had their effect. In the 1952 election, since 
the Statehood Party had become somewhat divided over the issue of 
participating in the writing of a constitution, many persons opposed 
to the new status voted for the Independence Party, with that ticket 

lling 125,734 votes. By 1956 this number had dwindled to 86,386 
in the face of the growing economic prosperity in conjunction with 
close association with the United States. Furthermore, according 
to Independence Party leaders, an all-out effort against their group 
by the Popular Party was predicated upon a real threat of success 

ter President Eisenhower in 1953 had indicated that he would 
recommend independence if the Puerto Rican people really desired it. 

How strong the independence feeling is as the 1960 elections 
approach is a matter of conjecture. If the sharp decline of 1956 was 
indicative of a trend, then perhaps the pesky will fail to poll the 
necessary 10 percent of the votes which qualifies it as a legally existing 
political force. If the 1956 defeat was just due to temporary circum- 
stance, the revival of status as a hot issue for 1960 should result in a 
surge of strength. Opinions vary about this future for the party, 
with both opposition groups being inclined to scoff and to discount 
independence as a potent issue. ere has even been some hint that 
the Tidenadiletes Party may refuse to contest the 1960 election as a 
parliamentary maneuver to avoid the disaster of electoral defeat. To 
all such derogations about their strength, Independence Party leaders 
reply that someone is going to be surprised. 

e advocates of independence for Puerto Rico, some of whom 
have participated in the fight for their ideal for a lifetime, present an 
elaborate case built around the failure of Congress, thus far, to live u 
to the Treaty of Paris of 1899 by determining the status of the island. 
They argue that the United States substituted their Autonomous 
Charter of 1897 with military government, and never since has ceased 
to govern the island except as a colony. In their view the Foraker 
Act, Jones Act, Elected Governor Act, and Public Law 600 were all 
mere liberalizations of a colonial regime still maintained. They point 
to U.S. authority over the island in regard to military conscription, 
commercial treaties, customs duties, communications controls, labor 
relations, maritime and air transportation, currency, mail service, bank- 
ing regulations, immigration, Federal court jurisdiction, and the right 
of appeal. They add to this imposing list of alleged Federal usurpa- 
tions of insular sovereignty or dictation of policies such matters as 
defense, declarations of war and treaties of peace, debt limitations, 
bankruptcy regulations, passport rules, minimum wage applications, 
and any other manner in which Congress may desire to tamper or 
interfere with Puerto Rican life. 


‘The Independence Party rejects the theory that the Federal dicta- 
tion ended in 1950 when Congress and the people of Puerto Rico 


agreed to Public Law 600. They insist that it was a clever disguise © 


for continued U.S. interference and control, and that the people of 
Puerto Rico were given no real choice in the matter. By this they 
mean that Public Law 600 offered the right to prepare a constitution 
in exchange for blanket approval of continued U.S. influence over a 
considerable segment of Puerto Rican life. One of their proudest 
boasts is that to this proffered ‘‘bargain” the party and its adherents 
responded with an emphatic ‘‘No” and completely boycotted the 
proceedings which followed. 

The Independence Party regards complete sovereignty for a Puerto 
Rican Republic as the only reasonable and honorable way for the 
United States to solve the prolonged status question. It constantly 
refers to the present government as a “‘scarecrow,”’ implying that its 
disguise as a self-governing, nondependent area in voluntary associa- 
tion with the United States is a sham which has been completely ex- 
posed. These people insist that the fundamental problem is still as 
alive today as it was in 1898, but that changed world circumstances 
make the continued refusal of the United States to grant their inde- 
pendence even more despicable and blameworthy than ever before. 
A grant of independence to Puerto Rico, according to the party 
leaders, would tremendously advance US. preter in the eyes of 
Latin America and the uncommitted areas of the world. Persistent 
disregard for their pleas for outright freedom, on the other hand, they 
point out, will brand the United States as a hypocrite before the 
world—as a nation which piously endorses self-determination of 
peoples but clings tenaciously to an island people crying to be free. 

As a result of an internal dispute over part licy, an offshoot 
from the Independence Party has been latnide bape as the Pro- 
Independence Movement. This group also supports the demand for 
independence, and if anything, is inclined to be more militant than 
the party. They are presently organizing municipal and islandwide 
committees, and frequent small discussion a s are held to keep 
alive their issue. Included in the makeup of the Tidepdndante Part 
and the Pro-Independence Movement are a large number of intel- 
lectuals such as college professors, teachers, lawyers, writers, and 
artists. Their leaders constantly remind us that being for Puerto 
Rican independence does not imply being opposed to the United 
States, or therefore ote anti-American. evertheless, feeling as 
deeply as many of them do that the United States has unjustifiably 
cia them of their right to be free, resentment smolders among 

em, 

Independence proponents warn that their people cannot be assimi- 
lated by the United States. They point to 60 years under the 
American flag in which time Puerto Ricans have remained apart 
from the language, culture, and way of life of the mainland. They 
point to their Latin heritage, their 400 years of Spanish tradition, 
their compact population bound by well-defined customs and tradi- 
tions. They argue that mere numbers at an election do not indicate 
the worthiness of a cause, and remind us that a rather small minority 
of dedicated leaders pushed the American Revolution to a successful 
conclusion. 


| 
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In their unwavering meeaalies to the Commonwealth principle 
and the Fernés-Murray bill to improve its relationship with the 
' United States, the Independence Party leaders remind the Congress 
that the very inherent nature of the present arrangement indicates a 
continuous parade of requests for concessions and refinements of the 
compact. They suggest that the United States could save money 
time, and earn prestige by bringing the long period of colonial control 
to an end with a liberal independence offer. In this event, they 
regard it the moral obligation of the United States to arrange for 
separation on the best possible terms of trade, aid, and protection over 
a long period of time. Any grant of independence which would fail to 
provide a reasonable chance for survival for a fledgling republic 
would be unworthy of the United States. 

The party has a platform or program for the future government of 
the island which includes objectives dealing with the economic, 
social, cultural, and political administration. The platform promises 
justice for the workers, agrarian reform, industrialization on a solid 

ase, social security and public welfare, civil rights, use of atomic 
energy ane purposes, and other similar promises of a liberal 
nature. eanwhile, the Independence Party continues to seek to 
elect party representatives to the insular legislature where a firm 
stand in opposition to the majority can be taken on matters of 
principle. 

In summary it may be well to say that many persons on the island 
as well as in the United States have tended to dismiss this element as a 
group of crackpots, cranks, and dreamers. This is grossly unfair 
when one comeilens that the ideal to which they aspire has always been 
a legitimate one for Puerto Ricans and freedom-loving persons every- 
where. These people, although their desire may appear to be irra- 
tional, are an earnest, generally intelligent nucleus for a movement 
which has ebbed and flowed for over a century already. This fact 
alone should indicate that the feeling for independence has deep roots 
and is not likely soon to evaporate completely. 

In seeking to win support for their cause on the island, the party 
argues that the U.S. tariff system has consistently hurt Puerto Rico 
by forcing the people to purchase those things which they do not 
produce in the world’s most expensive market. They also insist that 
countertariffs, imposed against U.S. tariffs, tend to deny Puerto Rico 
access to foreign markets. They maintain that economic chaos will 
not result from independence, but that Puerto Rico’s economy would 
be stimulated and freed by separation. Besides, they feel confident 
that economic and cooperative arrangements would be assured by the 
United States. They also foresee gain by removal of sugar quotas 
and refining restrictions, although how they ect to accomplish 
unlimited entry into markets is not clear. They also urge their people 
to preserve their culture rather than to permit a dangerous infiltration 
of the American ways into their island. Finally, to the ‘prophets of 
doom”’, they reply that national political identity is far more important 
to a people than economic security. 

From a strictly selfish U.S. view, independence for the island 
might be supported for a number of reasons. It would appear that 
no amount of benevolence to the Puerto Ricans can ever dispel this 
strong inclination toward independence. At present it is partially 
held in bounds by the personal magnetism of Gov. Mufioz Marin. 
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Some persons see advan for the United States in an act of separa- 
tion as strong evidence before world opinion that we have anti- 
colonial views. Others who resent heavy Puerto Rican migrations 
would welcome independence as an excuse to shut off the flow of 
immigration to our eastern cities. Still others regard the annual 
flow of Federal funds to the island as unfair to home constituents 
who pay taxes, and they see in independence a cessation of such 
burdens. Labor leaders fear both the influx of low-wage job seekers 
and the flight of industry to the island. Our domestic sugar growers 
do not appreciate the competition of Puerto Rico nor her allotted 
share of the U.S. market. Not very long ago, sharp resentment at 
terrorist activity further increased the feeling that as an act of national 
self-interest Puerto Rico should be let go. 


STATEHOOD VIEWS 


The position of those Puerto’ Ricans favoring final determination 
by having their island become a federated State is quite clear. They 
point to a long tradition of support for their ideal. As early as 1898, 
a Patriotic League of Citizens urging statehood was formed. In 1902, 
when the first political parties emerged following enactment of the 
Foraker Act, both of them advocated statehood. The Republican 
Party, as such, or in coalition, has continued to exist from that time 
to the present. Identification with the cause of statehood has been 
its unwavering creed, even through the years of nationalistic fervor 
and years of frustration over the Taesttaameen of their cause. While 
the party, in a coalition, was in power from 1932 to 1940, economic 
pandiaees were such that it was fruitless to press their clam. Since 
1940 the Statehood Party has been often overwhelmed at the pee by 
the popular appeal of the social-welfare program of the Popular 
Democratic Party. Statehood leaders, however, insist that the 
persistently heavy vote for their opponents has been based upon 
economic reasons rather than any marked predilection to desert the 
cause of statehood. 

In 1948 when the Popular Party proposed the outline for the 
approach to Congress leading to Public Law 600, it was made a matter 
of record that such action would not preclude later determination of 
ultimate statehood or independence. Again the Popular Party won 
walt, and again the statehood leaders argued that their party’s vote 
was lowered by persons voting in favor of the temporary improve- 
ments contemplated, even while retaining their long-range dream of 
statehood. en Congress passed Public Law 600 and referred it to 
the people of Puerto Rico at a referendum, the Statehood Party split 
over the issue of whether to join in approval or not. After the success- 
ful vote to approve, the Constitutional Convention was called. This 
time the Statehood Party agreed to participate, sending 15 delegates 
who helped to draft a document which in their minds was a homspetery 
form of government pledged to close association with the United States. 


Since the passage of statehood bills for the admission of Hawaii 
and Alaska, there has been an electric surge of hope among ardent 
statehood advocates in Puerto Rico. For prior to that time their 
logic told them that noncontiguous territories had no chance for 
statehood; tradition further warned that native populations in part 
unassimilated to the American culture would be forever rejected. 
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Then, suddenly, insurmountable obstacles toward the achievement of 
a goal evaporated, and areas just as far away and even more remote 
had become an integral part of the Union. Furthermore, did not 
Hawaii’s population, in part, represent cultures and langu just as 
foreign and unassimilated as Puerto Rico’s? At last the bars were 
forever down, and the docket had been cleared for a new candidate 
to press his case. Thus, Puerto Rico’s Statehood Republican Party 
has become revitalized and eager for the fray. 

How say. the a for statehood goes and how pervasive is its 
ap in the light of these significant developments since the last 

erto Rican election is impossible to say. It is highly improbable 
that there would be mass desertion from the Popular Party and its 
magnetic leader in favor of a cause which he did not espouse. How- 
ever, on the basis of recent talks with people of all walks of life in 
Puerto Rico, it has been apparent that statehood for the island, at 
last within sight, has a considerable following. Even many persons 
who admit to regular support of the candidates and programs of the 
Popular Party indica that eventual statehood is their personal 
desire for Puerto Rico. 

Statehood advocates join independence adherents in denouncing 
Governor Munoz Marin’s efforts to convince Puerto Ricans that the 
Commonwealth should be regarded as ‘“permanent’’, equal to but 
different from statehood. They claim that the Popular Party cap- 
tured voting approval of the present form of government by deliberate 
fraud, steadfastly maintaining that the liberalization of self-govern- 
ment in 1950 would be subject to change when conditions warrant it. 
Now, say statehooders, the time has come to move for final status, 
but the Popular Party theoreticians have instead cleverly worked out 
sensible-sounding explanations as to why Puerto Ricans should be 
perfectly satisfied with their lot. Statehood leaders say that elaborate 
efforts have been made in the mainland press to glamorize the Com- 
monwealth as a new kind of political creation within the Union. 
They resent such efforts as deliberate attempts to confuse the people 
and to obscure the failure of Commonwealth leaders to keep faith 
with their promises. 

In their effort to justify their position and the cause of statehood 
for Puerto Rico, Party leaders point to their American citizenship for 
40 years; to their record of political tore f and dedication to Ameri- 
can principles of law and justice; to their “yoked and courage under 
the American flag in World War II and the Korean conflict; to their 
intelligent people and the vitality of their achievements. Then they 
ask why full citizenship should be denied them. They want to know 
why Puerto Rico should not be included in the vote for President and 
Vice President; and they insist that a representative voice and vote 
in Congress for their 2% million eon is purely in keeping witb Amer- 
ican ideals of justice and fair p By. 

The commonly followed procedure for a territory to achieve state- 
hood has been to establish a compact, united body of people under 
workable self-government. Then they had to demonstrate that popu- 
lar will favored statehood. This was generally followed ae reasonable 
evidence that the position aspired to could be supported by resources 


or a thriving economy. In regard to these prerequisites for state- 
hood, the Party leaders feel that Puerto Rico can easily qualify as a 
politically organized people long-accustomed to local self-rule. They 
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say that a plebiscite on the issue of status will provide the demonstra- 
tion of popular approval. . And finally, they point to the thriving 
economic circumstances in Puerto Rico today as evidence that Puerto 
Rico as a State would be an asset rather than a liability. 

On the subject of a plebiscite, statehood leaders have been some- 
what vague, and there would appear to be little accord on how or 
when to hold it. Emphasis has consistently been placed, however, 
on the need to avoid any such expression of opinion as a part of a 
general election. They argue that a true plebiscite on the issue of 
status has never been held, and that when it is, all extraneous issues 
and personalities must be isolated while the people concentrate on 
determination of status. Statehood leaders would like to insist upon 
conducting such a test of strength upon statehood or independence, 
leaving the Commonwealth nu Gasenme in their view it is only tran- 
sitory or evolutionary in nature. Of course, the Popular Party would 
never agree to a plebiscite on such terms. While some persons have 
suggested that Congress should propose and conduct such a plebiscite, 
it should be remembered that such an expression should come from the 
people of the territory rather than by congressional initiative. Some 
statehood spokesmen see a far better chance for success by looking to 
future, veting on an “eventual” statehood rather than immediate 

ange. 

A recent addition to the statehood ranks has been a so-called 
nonpartisan organization entitled ‘‘Citizens for State 51.”” This group 
is mobilizing strength for the statehood cause, seeking to appeal to 
those people who like the Popular Party’s pro but desire state- 
hood as a status. It is impossible as yet to determine the force of 
this movement, but it seems fair to say that sentiment is mounting. 
On the basis of personal observation, it would appear that statehood 
ranks include a considerable percentage of the professional and com- 
mercial classes, transplanted mainlanders in permanent residence, the 
friends and families of migrants residing in the United States, and a 

owing number of working-class npanase who are very proud of their 

erican citizenship. The powerful statehood appeal from the main- 
land Puerto Rican is evidenced by some talk that a plebiscite ought 
to include Puerto Ricans who have gone to the United States to live. 
Perhaps this insistence could be reconciled by providing a separate 
ballot, one clearly demonstrating the will of insular Puerto Ricans 
who would be most affected by statehood; the other to be cast by 
stateside Puerto Ricans who still have an interest in Puerto Rico, but 
who no longer have a vital stake in its future. 

Without a doubt, over and above the issue of whether Puerto 
Ricans want statehood, there looms a powerful question—can Puerto 
Ricans afford statehood? Could they pay the cost in the form of 
Federal taxes? Could their economy survive the shock of the new 
conditions and not suffer seriously and permanently as a result? 
Would not continued industrialization through mainland capital in- 
vestment be disastrously affected? 

Questions such as these shout out for an airing. Conflicting 
answers to them becloud the issue and make uncertain partisans 
out of potential supporbens. In some cases definitive answers can 
never be given as only experience could pene the truth. A partial 
response to the question of the effect of statehood upon insular fi- 


nancing will be forthcoming in a U.S. Bureau of the Budget report. 
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Most certainly the insular tax structure would require some adjust- 
ments if Federal taxes were to become effective on the island. It is — 
inconceivable that ad wow high income tax could remain un- 
changed alongside a similar Federal one; the gasoline tax and certain 
competing excises would appear too steep to retain, while customs and 
rum revenues presently returned to the insular treasury would remain 
in the Federal Treasury. In answer to expressed concern over econ- 
omic fears and taxation problems, statehood advocates insist that 
paying the island’s just share does not worry them, and that in many 
cases the island would receive partial compensation by being entitled 
to a larger share of Federal grants-in-aid. To dire warnings about 
the failure to attract mainland capital, they reply that the permanent 
stability and recognition as a full partner in the Union that statehood 
would provide would be the greatest stimulus to investment that the 
island could ever get. They deny that only freedom from Federal 
— is sufficiently important enough to attract industry to Puerto 
ico. 

In addition to their difficult task of convincing economically 
haunted Puerto Ricans of the benefits of statehood, the party faces 
an uphill fight to sell its cause to the U.S. Congress and to the American 

ublic. Strong opposition could be expected for a number of reasons 

om a variety of sources. Would another sizable Negro population 
be welcomed by the South? Would a society dedicated to equal 
rights, antidiscrimination, and known for its tolerance toward inter- 
racial marriages be readily accepted by the race-conscious South? 
Would a heavily Catholic majority be welcomed by the “Bible Belt’ 
of the South or Midwest? at will be the reaction to the PAaer 
from an alien culture and a Spanish-speaking people? What States 
would face the loss of representation to make room in the House of 
Representatives for five or six Puerto Ricans? Does long, one-party 
domination of insular politics imply continued one-party delegations 
to Congress? What will be the views of the major - itical parties 
on such a bid? When one contemplates such formidable obstacles in 
the path of statehood for Puerto Rico, another thought takes shape. 
Suppose Puerto Rico should demonstrate an overwhelming desire 
for statehood, and faced by the issues just raised, Congress fails to 
approve. In their impatience and ecdhiunil disappointment might 
Puerto Ricans not turn again enmasse toward the alternative of 
independence? 

Conversely, in the light of the historic past and the economic and 

litical realities of the present, statehood propositions for Puerto 

ico which come before Congress merit careful consideration. The 
United States can rightly feel flattered that so many Puerto Ricans 
are proud of their American citizenship, dedicated to our democratic 
principles, and anxious to fully belong. Statehood for such a people 
seems —_ and reasonable. Their recent achievements in constitu- 
tional self-government and economic and social advancement are a 
powerful testimony to their worthiness for a place in the Union. Ifa 
really strong expression for fulfillment of the cherished dream of state- 
hood leaders should be forthcoming, could Congress justify a denial 
on the prejudiced judgments discussed above? Or could it postpone 
for long a ee request on economic grounds based upon conjec- 
ture as to dire consequences? Certainly it appears that a re case 
can be presented before the bar of public opinion on behalf of Puerto 
Rican statehood. 
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POPULAR DEMOCRATIC VIEWS 


Since much oj this paper has been devoted to political and economic 
developments under the leadership of the incumbent Popular Demo- 
cratic Party, it would be repetitious to include here a résumé of those 
events. For that reason, comments will be somewhat brief in com- 
parison to those on the other political party positions. 

Although Popular Party leaders insisted in 1950 that their proposals 
relative to passage of Public Law 600 and the adoption of lo self- 
government did not in any way preclude eventual statehood or inde- 
pendence, their position today continues to be that the existing ar- 
rangement, with some proposed adjustments, is most satisfactory and 
immensely practical. They point to consistent popular approval at 
the polls and a solid record of achievement in economic and social 
progress as tangible evidence of their claim. While they do not deny 
that statehood or independence at some future time are valid ideals, 
they emphatically reject them as totally unrealistic for this or imme- 
diately foreseeable generations. Basing this conclusion upon economic 
circumstances, these Popular Party leaders state flatly that indepen- 
dence would result in economic suicide, and that statehood would 
certainly seriously retard the effort to build a reasonable standard of 
living for their people. 

Elaborating on this economic theme, Popular Party spokesmen 
— out that statehood would result in first year taxation for Puerto 

ico of $29 million in personal income taxes, $47 million in corporation 
and partnership income taxes, excise taxes of $55 million, and loss of 
customs, rum, and cigar revenues of $25 million, or a gross loss to the 
Puerto Rican economy of $156 million in the form of new taxes or 
diverted funds. Although the figure is none too clear, they admit 
that increased Federal grants-in-aid might amount to $32 million, 
making a net loss to the economy of $124 million per year. Although 
this represents roughly 10 percent of the Commonwealth’s net annual 
it is not the most serious implication. Puerto Rico’s whole 

uture expansion is predicated on continued private investment from 
mainland sources. Popular Party officials closest to the problem and 
the industrial promotions of the past insist that 9 out of 10 of their 
successful efforts have been based upon exemption from Federal 
corporate income taxes. With this automatically removed by a 
grant of statehood, they dogmatically and unequivocally predict 
virtual collapse of the industrial promotions effort. Furthermore, 
they warn that many of the existing manufacturing establishments 
would leave Puerto Rico. And finally, to reenforce their already 
strong case, they point to the fact that equal treatment for all States 
under Federal law would require immediate application of the mini- 
mum wage laws to Puerto Rico’s industry and commerce. This 
overnight increase in wage costs would be the final blow to future 
hopes for attracting more and more manufacturing. Thus, Popular 
Party leaders brand statehood claims as immensely impractical, 
based upon an economic lie which is readily unmasked. 

Once they put aside the alternatives of statehood and independence, 
proponents of the Popular Party view must make the existing Com- 
monwealth form of government appear most appealing. Realizin 
the Puerto Rican desire for dignity and stature, they have emphasiz 
again and again that the Commonwealth idea is a brave new inven- 
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tion of creative statesmanship, a valuable contribution to worldwide 
litical theory. Governor Mufioz-Marin and party theoreticians 
ave become the apostles of a widespread campaign to convince the 
Puerto Rican people, the mainland public, and the Latin American 
skeptics that this is so. The Governor professes to see in the Com- 
monwealth a brandnew device to save relatively small segments of 
cultural groups from the agonies of strident nationalism or the indig- 
nities of continued coloni . He describes the Commonwealth of 
Puerto Rico as rad tr 4 a new kind of state, equal in pone to a 
federated state, but different in specific ways to provide for specific 
circumstances. He claims that in some respects it is even superior 
to federated statehood, in that it provides more opportunity for local 
self-government and local liberty. He insists that denial of votin 
representation in Congress and the right to Pt de in presidenti 
elections arg part of a fair bargain which grants fiscal autonomy to 
the island, with its freedom from Federal internal revenue laws. 
Arguing that the United States has always stood firmly for no taxa- 
tion without representation, Governor Mufioz sees no reason why 
Congress should desire to impose Federal taxes upon Puerto Rico; 
nevertheless, he has recently proposed voluntary insular contributions 
to the Federal Treasury as economic conditions warrant them. He 
claims that in this formula of N vagacnme 4 support there is a method 
of pees adjustment to economic conditions which some day could 
make transition to statehood quite painless and free from chaotic 
dislocations. 

While the Popular Democratic Party remains powerfully attractive 
to the average voter with its solid record of achievement and its dedi- 
cation to social-welfare programs, many of its consistent supporters 
look to some other form of eventual status, with statehood sentiment 
running strong. There is evidence that the man-in-the-street might 
even find support for a strong statehood bid from certain Popular 
Party officials who are also inclined to regard the Commonwealth as 
a transitory, yet temporarily convenient device. However, the con- 
sistent policy of the Party’s leadership has been to join the Governor 
in support of his thesis that for this generation, at least, the reality 
of the situation makes the present status the only status possible. 
For this reason Commonwealth officials frown upon growing talk 
about a plebiscite, for they insist that such a vote could serve no 
useful Eee at this time and might lead to irreparable harm. 
Meanwhile, the political opposition continues to snipe away at the 


Popular Party’s new creation, the Estado Libre Asociado or Common- 
wealth, and to insist that the time has come to determine, once and 
for all, Puerto Rico’s ultimate destiny. 


PART V 


PUERTO RICAN LEGISLATION PENDING BEFORE 
CONGRESS 


Since the preceding pages of this review of Puerto Rican affairs 
have presented background designed for an intelligent legislative 
approach to problems peculiar to the island, it is necessary to examine 

ending legislation in the light of this gc, Thus far bills 

ealing with Puerto Rican status and the island’s relationship with 
‘the United States have been introduced into both Houses during the 
86th Congress. On January 9, 1959, H.R. 1868, designed to grant 
outright independence to Puerto Rico within 180 days after passage, 
was introduced. This bill did not specify any economic, social, or 
military arrangements, nor did it make provisions for any expression 
of desire for independence by the Puerto Rican people. 

On January 19, 1959, Dr. Fernds-Isern, Resident Commissioner 
of Puerto Rico, presented House Joint Resolution 155, providing for 
the deletion of debt limitations for Puerto Rico as imposed by Con- 

ess and included in Public Law 600. Then on March 23, 1959, 

r. Fernés-Isern introduced H.R. 5926 in the House, with its com- 
penion measure, S. 2023, being introduced late in May 1959, into the 

enate by Mr. James Murray. These bills, to be discussed at some 
length later in this section, provide for extensive amendments to the 
“compact” between the people of Puerto Rico and the United States. 

On May 7, 1959, Mr. Victor Anfuso introduced H.R. 7003 which 
would require the holding of a referendum on the question of accepting 
or rejecting statehood by the people of Puerto Rico. If the majority 
of Puerto Ricans were to vote for federated statehood, the bill provides 
for congressional conferral of that status upon submission of a satis- 
eat constitution which meets specific demands. Another bill, 
basically in the same category, was sponsored in the Senate by Mr. 
Dennis Chavez on July 16, 1959. S. 2396 provides for a referendum 
in Puerto Rico on the question of whether the people of the Common- 
wealth desire to be admitted into the Union as a State. In Senator 
Chavez’s bill, the expression of desire would in no way commit the 
Congress to grant statehood, but the referendum would be conducted 
to provide information for the Congress. 

s the responsible committees of both Houses of Congress approach 
detailed consideration of these proposals, certain significant precau- 
tions might well be followed. In the first place, any outright grant of 
independence without a prior, conclusive statement of desire by the 
Puerto Rican people, and without carefully drawn, long-term pro- 
visions to insure political and economic stability, would not be in 
keeping: with all previously developed standards of congressional 
morality and fairness. For this reason it seems sensible to dismiss 
further discussion of H.R. 1868. Also, since the provisions of House 
Joint Resolution 155 have been incorporated in H.R. 5926, this can 
be commented upon in due time under the discussion of that bill. 
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This report has already developed at some length the question of 
statehood for Puerto Rico and the various pros and cons of plebiscitory 
action. It has been apparent that the Anfuso bill (H.R. 7003) and 
the Chavez bill (S. 2396) desire that a referendum be sponsored at the 
request of Congress. While the bills differ upon the immediate use 
intended for the results of that referendum, it should be noted, at 
least, that neither of these bills contemplates providing the widest 
element of choice. Since historically the status question has involved 
independence and statehood, and in recent years has acquired a third 
category, Commonwealth, it would seem that any true expression of 
desire on the part of Puerto Ricans, whether for congressional in- 
formation or automatic action, should offer all three choices. Puerto 
Ricans have consistently complained that they have never yet had 
the opportunity to express a clear choice for status divorced from all 
other considerations. If Congress should decide to force this issue 
it seems clearly practical to broaden the view by the inclusion of all 
alternatives of governmental status presently in favor. 

Furthermore, it might be suggested that such an expression of 
popular feeling ought to originate in action by the cons of the island 
rather than from congressional request. Historically, this view could 
be supported by precedent. In addition, having the plebiscitory 
action come from popular demand on the island would protect the 
Congress from accusations of engaging in a colonial type of dictation 
or meddling in the local political affairs of the Puerto Ricans. This 
would serve to place Congress in the role of interested, yet uncom- 
mitted, bystander. The mere idea that the proposed referendum as 
envisioned in the Chavez bill asks only for a referendum on statehood 
contains some slight implication of intention. 

In the light of such considerations, it would seem that the congression- 
al committees dealing with the proposed referendum bills for Puerto 
Rico should: (1) seriously ponder broadening the question to be voted 
upon; (2) seek to persuade insular officials to initiate the plebiscite; 
and (3) be prepared to honor the expressed aspirations. It is unfor- 
tunate, yet nonetheless true, that ost any arrangement made in 
this controversial area will receive less than full approbation of all 
peoples and all parties. 

ile it may appear presumptuous, it seems obvious to the author 
of this overview that the primary legislation dealing with Puerto Rico 
resently before Congress is HR. 5926 and its companion measure, 
. 2023. These bills shall be referred to for convenience as the Fernés- 
Murray bill. While the other legislation just mentioned seems to be 
designed to provide for an eventual change in status, the Ferndés- 
Murray bill deals directly, in certain significant ways, with the pres- 
ently existing governmental arrangements. 

Thus far the bill has brought to the House Committee on Interior 
and Insular Affairs a wide variety of letters and visitors, generall 
opposing the bill on one of four essential grounds. As it could logi- 
cally be assumed from the tenor of this report, basic opposition to the 
Fernés-Murray bill comes from the political parties supporting inde- 
pendence and statehood as a status. Independence adherents de- 
nounce this bill because it continues, in slightly altered form, the 
colonial status which they have long professed to resent. Statehood 
advocates oppose almost all features of the bill because it fails to 
approach the question of “final” status, but instead implies that the 
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existing form is more or less ‘“‘permanent.’”’ In these two categories of 
opposition, with various circuitous routes of reasoning, one finds the 
mass of political criticism of the Fernés-Murray bill. This opposition 
is largely based — what the bill fails to accomplish rather than 
upon any violent disapproval of what changes it might bring about. 

ile this is a generalization, subject to specific error, it seems to be 
* fair appraisal of the most vocal opposition to the bill from Puerto 

ico. 

Other opposition to the bill is engendered by a vested interest in the 
form of an organization called the Federal Employees Association of 
Puerto Rico which claims to foresee economic loss and security denial 
in certain features of the bill. A fourth class of opposition, far less 
specific, comes from individuals who fear that their cherished U.S. 
citizenship is at stake, who see in the bill a move toward carefully 
maneuvered separation from the United States, or who hint vaguely 
at fear of “police state” tactics and violations of individual rights in 
the future Puerto Rico. 

While all of these groups have a perfect right to express their 
opposition, little of it seems really very valid in the light of a careful 
perusal of the Fernés-Murray bill. Obviously the political opposition 
cannot be mollified except by complete changes. Since the first Senate 
hearings were held on June 9, 1959, on this bill, another possible realm 
of opposition bas been revealed. This might lie in congressional and 
executive department questioning of the constitutionality of certain 
ideas. Some hint has been expressed that certain Congressmen might 
refuse to recognize the ‘‘compact’’ theory in its broadest connotations 
as Gov. Mufioz-Marin has elaborated it in 7 years of public pro- 
nouncements on the subject. This U.S. Government opposition 
could well prove more formidable than insular objections, particular] 
over the question of the necessity for a popular referendum on 
changes to the Federal Relations Act. The constitutional issues 
arising in regards to this area have already been analyzed, however, 
in another section of this report. 

While an excellent comparative analysis of the existing Federal 
Relations Act (sec. 4 of Public Law 600, 81st Cong.) and the proposed 
changes to be called Articles of Permanent Association has been made 
available by Dr. Fernés-Isern, inclusion of the essential thinking and 
features of this study will be incorporated here. 

The introduction of H.R. 5926 into the House of Representatives 
merely climaxed 7 years of experience and testing of Public Law 600. 
Almost immediately after adoption of the Commonwealth govern- 
ment in 1952, areas where adjustments and clarifications seemed 
necessary became apparent. Political leaders began making speeches 
and public announcements looking toward some general and specific 
changes. In March 1959, Joint Resolution 2 of the Legislative 
Assembly of Puerto Rico was signed by the Governor. This made 
official the Government’s position in regard to such changes. Soon 
afterward the Fernés version, H.R. 5926, was introduced. 

As described by its originators, the bill’s provisions may be sub- 
divided into three categories: (1) those which are designed to elim- 
inate obsolete clauses and archaic language carried over from the con- 
tinuance of features of the Foraker Act and Jones Act of 1900 and 
1917, respectively; (2) certain clarifications of the relationship between 
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the United States and Puerto Rico; and (3) some self-executing and 
other non-self-executing changes and additions to existing law. 

For convenience it was found easier to delete the Federal Relations 
Act and to replace it with articles of permanent association. This was 
done rather than to rewrite or to reword the 21 remaining sections of 
the old 1917 Organic Act presently existing in Public Law 600. In- 
cluded among these was section 58, which was used to continue in 
force and effect many features of the 1900 Organic Act. In 1950, 
when Public Law 600 was written, many sections of the 1917 Organic 
Act were deleted because they no longer seemed to apply. Now, in 
the present effort to clarify the meaning and to modify the language 
to conform with existing circumstance, it again seems sensible to 
delete some former sections and to replace em with updated lan- 
guage. The newly oor tog 15 articles of permanent association will 
closely parallel and reflect those sections of the Federal Relations 
Act being deleted. The new name of articles of permanent association 
has been proposed as a better descriptive title and as one which con- 
veys the intent of a freely accepted, permanent association. It is 
claimed that the ieee in the Fernés-Murray bill have been de- 
signed to clarify but not to change the basic principles of the 1950 
compact. 

In the Fernés-Murray bill the preamble is merely a statement of the 
terms of the relationship of the people of Puerto Rico with the United 
States as recognized by the terms of Public Law 600 and according to 
acceptance of the Puerto Rican constitution under Public Law 447 by 
the 82d Congress. In its listing of the fundamentals of the association, 
the bill includes: common citizenship, common defense, common in- 
ternational political relations, a common market, a common currency, 
and common dedication to the principles of democracy. In the De- 
partment of State’s analysis of this bill, suggested rephrasing of the 
words ‘international political relations” to some other such as “‘inter- 
national affairs” or “foreign relations” was urged. Otherwise, aside 
from previously expressed ideas about the meaning of the word ‘“com- 
pact” as repeated in the preamble and as debated over the past 9 
years, this portion of the bill presently seems not to offer serious 
controversy. 

The enacting clause includes the previously mentioned provision of 
deleting the entire section 4 of Public Law 600, known as the Federal 
Relations Act, and replacing it with a new section 4 to be known as 
The Articles of Permanent Association. Governor Mufioz Marin 
points out to critics who claim that the bill is leading to separation that 
this name which includes the words “permanent association” is an- 
other reaffirmation of a determination to remain in close economic 
and political union with the United States. He also reminds us that 
the words do not say ‘‘permanent”’ articles, as some are insisting that 
this - an effort to make future changes of the political status im- 

ible. 
Oia this review of the 15 articles which are used to replace the parallel 
provisions deleted by eliminating the Federal Relations Act, mention 
shall be made only of those articles which have brought serious objec- 
tions either from Federal executive departments, congressional con- 
tacts, or repeated protests from visitors and letterwriters. 

Article I under section 4 is a purely geographic description of the 
area to which the act shall apply. Persons who have insisted on 
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the colonial nature of the relationship have pointed to the words 
“belonging to the United States” in the existing law as evidence that 
Puerto Risd is still regarded as a possession of the United States. Tha 
authors of this bill therefore have carefully described the area so 
as not to include the Virgin Islands and to eliminate the controversial 
usage of the word “belonging.” 

Article II retains the language of the Federal Relations Act dealin 
with privileges and immunities of U.S. citizens in Puerto Rico an 
adds to the ge eer certain provisions of Federal law already in 
force dealing with “full faith and credit”’ and interstate rendition 
of crimim as made applicable to Puerto Rico. 

Articles III and IV of section 4 contain fiscal and economic details 
of the relationship between Puerto Rico and the United States. 
Although some of the subdivisions are apparently readily acceptable 
others have brought incisive comments which should insure careful 
attention to their meaning and implications before enactment into 
law. Article III (a) merely includes in the compact a practice of 
Commonwealth law which exempts various bonds of the political 
subdivisions of states, the bonds of states, and of the United States 
from Puerto Rican taxes. Article III (b) continues a similar protec- 
ye for Puerto Rican bonds presently a part of the Federal Relations 

ct. 

At this point it a ar also be mentioned that a significant omission 
from the Federal Relations Act is made in the new provisions. This 
portion dealt with restrictions on public indebtedness, limiting the 
insular government and its principal municipalities to a net debt of 
10 percent of the egate tax valuation of its property. Although 
the debt limit for the Commonwealth is over five times as large as it 
was in 1940 as a result of spectacular increases in the value of prop- 
erty, the limit in borrowing capacity is now foreseen as likely within 
2 years. While the borrowing limit in 1940 was $31,180,000, for 
fiscal year 1959-60 it has risen to $162,944,000. Gross bonded 
indebtedness has risen from $27,200,000 in 1940 to $115,697,000 in 
1959-60. When the balance in the debt redemption fund is deducted, 
it leaves a present net bonded indebtedness, including bonds author- 
ized but not yet sold, amounting to $99,531,407. 

In 1958 the Puerto Rican ae assed a joint resolution peti- 
tioning Congress to remove the debt limitations from the Federal 
Relations Act to become effective only when the Commonwealth con- 
stitution has been amended to include satisfactory restrictions upon 
the borrowing capacity. It was realized that additional public au- 
thorities might be created to borrow money for specific purposes, thus 
circumventing the limitations, but the present existence in Puerto 
Rico of a number of such authorities prompted the decision to seek 
removal of the limitations from the compact. In addition to the 
necessity to increase the borrowing capacity of the government, an- 
other reason for seeking this change appears to be that many persons 
regard the existence of such a provision in the compact as another 
vestige of a colonial nature. It is pointed out that none of the fed- 
erated States are subjected to such restrictions by the Federal Gov- 
ernment. 

Despite continued revisions of the assessed valuations, the most 
recent of which was made in January 1958, and an assessed valuation 
that averages close to 85 percent of market value, the rapid expansion 
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of Commonwealth services has brought the Puerto Rican Govern- 
ment’s bonded indebtedness to 6.11 percent of the assessed valuation 
with 10 percent the maximum limit. Municipal indebtedness o 
$25 million raises the total direct and overlapping net bonded in- 
debtedness to 7.67 percent of the assessed valuations. As the limit 
is Se the Puerto Rican authorities see no slackening in the 
need to push the expansion of a wide variety of public services and 
facilities which are vitally needed to keep up with the burgeoning 
economic development. Therefore, as initiated by the action of the 
Legislative Assembly, this move is made to change the compact. 
The proposed amendment to the Puerto Rican constitution will 
continue the present 10 percent limit for general-purpose borrowing, 
and will —_ an additional 10 percent for educational and highway 
only. 

' pon the advice of the Commonwealth’s financial law firms, the 
propaees changes have been publicly advertised when offering bonds 
or sale since 1958. To the surprise and pleasure of officials of the 
Commonwealth, there has been no appreciable effect upon the in- 
vestor’s willingness to purchase Puerto Rican bonds nor upon the 
interest rates charged. This fact would seem to indicate respect in 
mainland financial circles for Puerto Rican fiscal policies and for 
future prospects. 

This request to delete the debt limitation is one of the key features 
of the Fernés-Murray bill in the eyes of Commonwealth officials. 
It is keenly desired—so much so, in fact, that failure to get prompt 
passage of the bill might lead to introduction of a separate bill con- 
taining just this one feature. On the basis of recent talks with 
Commonwealth leaders, it seems clear to this observer that this por- 
tion of the bill holds special significance to the future development 


program. 

Article III (c) reproduces provisions of the Federal Relations Act 
prohibiting Puerto Rico from discriminating against articles im- 
ported from the United States or foreign countries in its internal 
revenue taxes. Article III (d) also deals with provisions existin 
in the present compact. Puerto Rican articles now manufacture 
and then shipped to the United States for sale are subject to the same 
rate of tax as similar products of domestic manufacture in the United 
States. It is proposed in this bill to change this provision to permit 
Puerto Rico to tax such articles at the same rate as similar articles 
produced for sale on the island, and then to permit the United States 
to tax an additional amount to compensate for any difference be- 
tween the taxes placed on the article in Puerto Rico and similar articles 
produced in the United States. This arrangement is sought for three 
reasons: (1) to continue the protection of articles manufactured in the 
United States from unfair competition from similar articles manu- 
factured in Puerto Rico; (2) to provide for a Federal tax on Puerto 
Rican articles which will result in a Commonwealth contribution to 
the Federal Treasury; (3) to enable Puerto Rico to apply its own 
internal revenue laws on such articles. 

Article III(e), article III(f), and article Tit) deal with Federal 
income tax provisions as they relate to Puerto Rico, as presently in 
cluded in Federal law or in the Federal Relations Act. While there 
are some persons who would object to continuing the blanket exemp- 
tions from the applicability of Federal Internal Revenue laws in 


Puerto Rico, it seems fair to note that Commonwealth officials are 
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already acutely sensitive to criticism that Puerto Rico has been a 
“free loader’ at the expenseof the taxpayers of the federated States. 
Although there are those who would urge removing such limitations 
upon the taxing power of the United States from a compact reputed 
to be unchangeable except by bilateral action, the recent proposals 
on the part of insular officials to initiate gradually increasing volun- 
pot contributions to the Federal Treasury could well compensate for 
such limitations, and would also avoid any hint of taxation of the 
islanders without representation. 

In the Health, Education, and Welfare Department’s comments 
upon this bill, it is cautioned that article II1(g) would appear to make 
inapplicable to Puerto Rico the provisions of certain social insurance 
laws which require individual contributions. The report then recom- 
mends that an amendment to paragraph (g) should specifically men- 
tion such exceptions from the inapplicability of the Federal internal 
revenue laws. In this same report, HEW lawyers take exception 
with the wording of portions of article III(h) relating to the participa- 
tion of Puerto Rico in Federal social insurance and grants-in-aid pro- 
grams. Specifically, they indicate a technical defect in the use of the 
phrase “under which the participating States or the people thereof 
substantially pay the costs of insurance.” They also point to some 
ambiguity in the use of the term “social insurance laws of the United 
States,” questioning just what might be included under it. Since 
the HEW report recommends a number of areas for precaution in 
regard to provisions of the bill, as well as numerous language changes, 
it seems appropriate here to refer the interested reader to that 
document. 

Article IV of the Fernés-Murray bill, which deals with tariffs, 
customs, and duties and their collections, although carrying over basic 
provisions of the Federal Relations Act, has attracted considerable 
comment and has occasioned extensive opposition. The new language 
in article IV(b) suggests that Congress, upon Commonwealth petition, 
might make changes in tariffs as applied to Puerto Rico. Another 
change in article IV (b) provides that Puerto Rico may fix a duty 
upon imported coffee, while under existing law the duty 1s specifically 
set at 5 cents per pound. It is interesting to note that the Depart- 
ment of State report on this bill recommends a complete redrafting of 
article IV(b) to clarify certain questions which have arisen. 

Commonwealth authorities explain that fundamentally the tariffs 
of the United States would continue to be the same in Puerto Rico 
as elsewhere on the mainland, but that the insular government could 
request that Congress fix special teriff rates on specific items imported 
into Puerto Rico from foreign countries; in the same vein, the Pres- 
ident would be authorized, upon request, to negotiate special provisions 
in trade agreements applicable only to Puerto Rico. If such a request 
would appear to be prejudicial to the Union in general, he would 
refrain from such negotiations. These provisions for flexibility in 
tariffs and trade agreements as related to Puerto Rico are sought to 
aid the economy and to lower the cost of living which is 17 percent 
higher on the island than on the mainland. Governor Mufioz Marin 
cites the present tariff on codfish as an example of the working of the 
proposed change. Codfish is a basic, low-cost protein in the diet of 
a Puerto Rican worker. Presently, that codfish is imported largely 
from Nova Scotia. The tariff which is paid into the Puerto Rican 
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treasury raises the price of that vital food item for the man least able 
to pay, the Puerto Rican worker. Therefore, Puerto Rico seeks the 
right to request that Congress from time to — consider specific 
reductions, such as on codfish, in the general tariff rates when applied 
to the island. 

Opponents to this bill argue that such special privileges would place 
Puerto Rico in a position more favored than that of a State. To 
these protests, Commonwealth officials answer that Puerto Rico 
occupies a unique relationship within the Union, and that her distant 
location and low standard of living make compensatory privileges 
entirely justifiable. At the same time, it is admitted that arrange- 
ments would be necessary to prevent goods imported into Puerto Rico 
under special tariff rates from being transshipped into the mainland, 
thus unfairly injuring some portion of the US. economy. 

Repeated objections have also been received from ; water Ricans, 
many of them from employees in the U.S. Customs Service, about 
phrases and implications present in article IV, ary. on we (ec), (d), 
and (e). In this regard the bill refers to ‘the customs of the Common- 
wealth of Puerto Rico” on several occasions. Opponents claim that 
there is no such thing as a Texas customs service or a New York 
customs service, so it would appear prejudicial to the position of a 
State to provide fora Puerto Rican customs service. Their objection 
is further based on the implication that the administration of customs 
on the island would no longer be a Federal Government responsibility. 

Another area for questioning of the phraseology in article IV, (c) 
and (e), is the use of the term ‘‘Secretary of the Treasury of the United 
States or his delegate.’”” While Commonwealth sponsors of the bill 
explain that this ‘‘delegate’”’ would be the Commissioner of the Bureau 
of Customs of the Federal Treasury or someone named by him, it 
might be well to amend the language to make this clear, for some 
persons insist that the implication is that a Commonwealth represen- 
tative would be that ‘delegate’ who would administer the ‘customs 
of Puerto Rico.”’ 

Article V of the Articles of Permanent Association corresponds 
fundamentally to portions of the Federal Relations Act and the 
provisions of the Immigration and Nationality Act. Thus far no 
serious objection to any of its provisions has arisen, although there 
are still a number of executive departments to be heard from. On 
the other hand, article VI of the Fernos-Murray bill has posed num- 
erous questions. It is stated that the intention of this article is to 

rovide another mechanism which will make it possible for Puerto 

ico to make contributions for the support of the Federal Govern- 
ment or to relieve the Federal Government of responsibility for certain 
types of functions presently being provided for Puerto Rico. While 
mi bill specifically provides that the President must decide if such 
contributions or assumption of functions is consistent with the inter- 
ests of the United States and the intent of the compact and must so 
recommend before Congress shall have the opportunity to approve or 
deny, there are those who still regard this arrangement with mis- 
givings. The Health, Education, and Welfare Department’s com- 
ments on this feature of the bill seem to be indicative of typical 
reasons for questioning this provision. That report says: 

* * * While the condition of Presidential and congressional approval would 


appear to establish safeguards * * * Article VI raises the question whether a 
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provision of this kind does not imply that there may be Federal functions which, 
though properly exercisable * * * by the United States in the * * * States of 
the Union, would be more properly performed in Puerto Rico by the Common- 
wealth * * *, 

The portion of article VI which is hotly disputed by the Federal 
Employees Association is that which states that if certain functions 
are transferred to the Commonwealth by action of the President and 
the Congress, those Federal employees affected will be fully protected. 
These people ask what functions, duties, and services are contemplated 
as items for future transfer. They want to know if the “full protec- 
tion’”’ will include their present salary, associated benefits, and tenure. 
In conversations with Dr. Fernés-Isern and Governor Mufioz-Marin in 
regards to this point, the answer has been that these people would be 
protected by Commonwealth law in such a way that they would suffer 
no financial loss or reduction in security. en the question was 
further pressed, and it was poinied out that this would rerenne com- 
one unbalance Commonwealth government salary scales and bene~ 

t prosivions, these officials insisted that they are willing to accept 
such an imbalance as the price which must be paid in such a situation 
in the interest of morality and fair play. evertheless, for man 
Federal employees this bill would cause considerable less anxiety if 
these assurances were made more specific. As to the question about 
which functions are being considered as ible items for transfer, 
rather than spell them out, iseetegenedan officials point to those 
which are not or could not be contemplated, such as defense, postal 
service, or foreign affairs. By inference, it might be assumed that 
most of the other functions of the Federal Government in Puerto 
Rico could be items which might be transferred under the provisions 
of article VI. 

Article VII of the Articles of Permanent Association deals with 
public property in Puerto Rico and corresponds essentially with the 
existing Federal Relations Act. However, in its wording some of the 
arrangements are more compelling and broader in their scope than at 
present. For instance, article VII(¢) provides that— 
the President shall from time to time, not withstanding any other provision of 
law, dispose of land, buildings and other interests or property in Puerto Rico 
not needed for essential public purposes of the United States. 

The Health, Education, and Welfare Department’s report on this bill 
Pores out the difference in language used here from that of the existing 
ederal Relations Act. The former provision allowed the President 
‘Gn his diseretion” to convey property to the people of Puerto Rico 
rather than the “‘shall’’ of this bill. Likewise, the former provision 
rovided that the property to be transferred was that which, in the 
resident’s opinion, was no longer needed ‘“‘for purposes of the United 
States” rather than the words “essential public p es’’ which are 
used in this bill. For a more complete picture of the objections ex- 
pressed to article VII, (c) and (d), it is recommended that the reader 
consult the HEW Department’s comments on the Fernés-Murra 


bill. In the concluding remarks of that statement about article VI 
(c) and (d), the Department’s attorneys go on record thus: 


We, therefore, recommend against the inclusion of paragraphs (c) and (d) of 
Article VII * * * if these provisions are included in any form, we recommend 
that it be made clear that the provisions for the disposal of excess and surplus 
property under the Federal Property and Administrative Services Act (of 1949) 
* * * as now in effect or hereafter amended, shall not be affected as respects heir 
application to Puerto Rico. 
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It also seems pertinent to state here that Commonwealth officials 
have stated that the property which they have in mind for transferral 
would be essentially unimportant to the United States, but for various 
reasons, significant to Puerto Ricans. Specific areas mentioned as 
possible property to be included in this ae were El Morro for- 
tress and its surroundings, presently a United States military establish- 
ment, including a golf course, but of no apparent strategic importance. 
Other areas might include the U.S. Navy’s extensive lands on Vieques 
Island, or the El] Yunque National Forest which is a prime tourist 
attraction. It also seems fair to comment that any excess land held 
by the United States could well be put to good use in an island so 
heavily populated and so limited in size. Land values are already at 
a premium, so the release of lands presently withdrawn from Puerto 
Rican use might be a real boon to a number of the islanders. 

Article VIII of the Fernés-Murray bill corresponds to section 8 of 
the Federal Relations Act. Aside from words of caution about possible 
effects on future legislation dealing with stream pollution contained in 
the HEW report, there has thus far been little comment upon this 
portion of the proposals. The bill on this point merely provides for 
use, occupancy, and control of harbor areas and waters by the Com- 
monwealth, with provisions that the United States and its leotrieate 
and agencies shall not have their rights impaired. 

Article IX is a clarification of section 9 of the Federal Relations Act. 
Paragraph (a) is designed to make it clear that the United States exer- 
cises the same powers in respect to Puerto Rico that it exercises with 
respect to the several States. Commonwealth officials want to be 
sure that the intent of Public Law 600 to grant complete powers of 
local self-government is entirely explicit, rather that the colonial-type 
of arrangement under which the Federal Government retains the power 
to legislate for all internal matters as well as external. 

Article [IX(b) further provides that Federal laws may apply to the 
island only to the extent that they could apply if Puerto Rico were a 
federated State. The U.S. district court has already ruled that under 
the existing Federal Relations Act this is so. This provision is de- 
signed to make the position specific. Article [IX(b) also recognizes 
that Federal laws will not be ra to Puerto Rico unless they are 
consistent with the compact. This changes the wording of the Federal 
Relations Act which had declared that Federal laws “not locally 
inapplicable’ should apply to Puerto Rico. This meant constant 
vigilance and constant testing of Federal laws to see if they fell within 
the vague meaning of ‘‘not locally applicable.’’ Paragraph (c) pro- 
vides that future Federal laws shall not apply to Puerto Rico unless 
Congress specifically provides that they by direct reference to 
Puerto Rico by name. 

The HEW report regards article [X(b) as ambiguous and inclined 
to be somewhat inconsistent. This comment points out that past and 
future acts of Congress, consistent with the compact, shall have force 
and effect in Puerto Rico to the extent that they could be applied if 
the island were a State. Then, immediately following, in article 
TX(c), it states that future Federal statutes shall not be applicable 
unless specifically made to include Puerto Rico. 

Articles X, XI, and XII of the proposed bill have so far not occa- 
sioned serious objections or comments from Puerto Ricans, Federal 
executive, or Federal legislative sources. Article X concerns the oath 
of office required for Commonwealth officials. Article XI deals with 
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the official position of Commissioner of Puerto Rico, and is different 
from existing provisions in- that the title is changed from Resident 
Commissioner to the United States to that of Commissioner of Puerto 
Rico; furthermore, the position would be made a Member of the 
House of Representatives by law rather than by House rule as at 
present. In regards to Article XJ, the State Department recommends 
eliminating the provision that the Commissioner must present his 
certificate of election to that Department. Article XII affirms the 
full self-government of the Commonwealth consistent with the com- 
act, the Constitution of the United States, and the Constitution of 
erto Rico. Again this is an effort to rid the arrangement of colonial 
features and to clarify the position of Puerto Rico as being free from 
the internal political control of the United States. 

Article X11 of the Fernés-Murray bill is concerned with the juris- 
diction and proceedings of the U.S. District Court for Puerto Rico. 
It differs from the existing portions of the Federal Relations Act deal- 
ing with the subject in a few particulars. While under present law 
the jurisdiction of the U.S. District Court for Puerto Rico is somewhat 
broader than that of other such courts on the mainland, this bill re- 
places the former sinew by stating that jurisdiction shall be the 
same as that of other district courts of the United States. Another 
change would permit proceedings to be carried on in Spanish if the 
interests of justice so require and both parties to the dispute shall agree. 
This departs from the existing procedure of conducting all such trials in 
English. It is said to be desired for the additional reason that time 
can be saved if the numerous translations for Spanish-speaking partici- 
pants can be avoided. English would remain as the basic language 
of the court, however. Also under the proposed bill the qualifications 
for jurors for the district court would be changed to comply with 
Commonwealth law in respect to jurors for Commonwealth courts. 
This, in effect, would permit persons who can read and write in Spanish 
but not in English, to qualify under certain circumstances. However, 
for those trials conducted in English, the jurors would be required to 
have sufficient knowledge of that language to serve. 

Article XIV, although a short one, contains a feature which is said 
to be another of the really important ones in the minds of Common- 
wealth officials. It wou provide for appeals from the judgments or 
decrees of the Supreme Court of Puerto Rico to be reviewed by the 
Supreme Court of the United States, rather than the ee arrange- 
ment in which such appeals go to the First Cireuit Court of Appeals. 
The new provision has been recommended by the judges of the First 
Circuit Court. It would result in placing the Commonwealth, in 
this respect, in a position similar to that of the federated states. 

Thus far only one firm objection to this proposal has been advanced. 
This rebuttal was based upon the reasoning that there is far more 
Fhe to have an appeal heard at present, by the circuit court, 
than there will be if the change is allowed. The argument has been 
advanced that the courts of Puerto Rico are now the solidly entrenched 
arm of the Popular Democratic Party, and for this reason Congress 
should avoid making the Supreme Court of Puerto Rico become the 
final arbiter in most instances. The crux of this objection seems to be 
that the path for appeal is now generally open, but if the change were 
allowed to provide for appeal only to the Supreme Court of the United 
States, that august body could not and would not accept many of the 
cases. 
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Article XV provides that laws enacted by the Congress to apply to 
Puerto Rico with its consent, if accepted by the Commonwealth, shall 
be valid despite any provisions of the compact to the contrary. This 
reaffirms a procedure already used, makes valid such laws previously 
enacted, and provides for similar procedures in the future. It should 
be cnlemnaet, of course, that those laws enacted by Congress which 
are consistent with the compact do not require Commonwealth 
consent. 

Section 2 of the Fernés-Murray bill repeals the Federal Relations 
Act and portions of the Foraker Act still in effect. Most of the 
applicable provisions of these acts have been rewritten in the previ- 
ously reviewed ‘‘Articles of Permanent Association.” It might be 
mentioned, also, that a provision is included in this section which 
compels Puerto Rico to remain within its former debt-incurring 
limits until the Commonwealth constitution has been amended to 

rovide for a new limitation. This debt limitation change has already 

n referred to in this portion of this report. 

Section 3 of the bill provides for a referendum by the people of 
Puerto Rico to approve or disapprove the act if Congress passes the 
legislation. While this topic has been previously discussed, it seems 
well to mention it again at this point. It is this feature of the bill 
which has ocmaaienan ¢ certain questions on constitutional grounds, for 
the query is thus brought up again: Did gets contemplate this 
elaborate referendum procedure for every possible change in the rela- 
tionship between Puerto Rico and the United States? Puerto Rican 
officials emphatically respond that it is this very feature which made 
and makes the arrangement a compact, and without it a return to 
unilateral action and its colonial implications becomes automatic. 
Critics would claim that the referendum feature was only a part of 
approving Public Law 600 in 1950, but was never intended as a require- 
ment for every future change. While there is certainly nothing basi- 
cally questionable about an obviously democratic procedure such as 
this referendum, those persons jealous of congressional prerogatives 
find it foreign to their concept of the right of Con to legislate. 

In conclusion, it should be made clear that other objections to 
features, phraseology, and implications of this bill have been made 
and will continue to be forthcoming. Comments made here have 
only been intended to reveal the nature of the attitudes and objections 
to the bill, as well as the opinions and reasoning of those who are its 
ardent supporters. Already there is an obvious trend which demon- 
strates that Federal executive and legislative branches will tend to be 
far more cautious and conservative in their approach to this revision 
of the compact than they were 9 years ago in its original adoption. 
Whether this is the result of the new political ferment in Puerto 
Rico, a change in basic philosophy, a marked change in administra- 
tive policy, or a caution born of harsh experience, it would be difficult 
to determine. On the other hand, it would appear that most of the 
changes proposed are ones which could have been readily foreseen. 
Most certainly it was understood that adjustments would be neces- 
sary. Obviously clarifications of language are to be desired. Now 
it is up to Congress to decide just what course the future relationship 
between Puerto Rico and the United States shall follow. There are 
sound argumeuts and irrational ones on all sides, so patience, wisdom, 
and understanding will be required. 
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Commitres Norr.—The text of the aforementioned bills and the 
departmental reports thereon follow: 


(H.R. 1868, 86th Cong., 1st sess.] 
A BILL Granting independence to the Commonwealth of Puerto Rico 


Be it enacted by the Senate and House of Representatives of the United States o 
America in Congress assembled, That on or before the one hundred and eightiet 
day after the date of enactment of this Act, the President of the United States 
shall by proclamation withdraw all right of possession, supervision, jurisdiction 
control and sovereignty then existing and exercised by the United States in and 
over the Commonwealth and people of Puerto Rico, and on behalf of the United 
States shall recognize the independence of the Commonwealth of Puerto Rico 
as a separate and self-governing nation, and acknowledge the authority and 
control over such nation of the government instituted by the people thereof. 


(H.R. 5926, 86th Cong., Ist sess.] 


Whereas, under the terms of Public Law 600, Eighty-first Congress, the Con- 
gress of the United States and the people of Puerto Rico entered into a compact 
which, fully recognizing the principle of government by consent, provided for 
the organization of a government by the people of Puerto Rico pursuant to a 
constitution of their own adoption, and which specified in the Puerto Rican 
Federal Relations Act the terms of their association with the United States; and 

Whereas the people of Puerto Rico, on July 25, 1952, created the Common- 
wealth of Puerto Rico within the terms of said compact, pursuant to a constitution 
of their own adoption, which constitution was approved by the Congress in Public 
Law 447, Eighty-second Congress; and 

Whereas, pursuant to the terms of said compact, the Commonwealth of Puerto 
Rico is associated with the Federal Union on the basis of common citizenship, 
common defense, and international political relations, a common market, a com- 
mon currency, and a common dedication to the fundamental principles of demoe- 
racy incorporated in the Constitution of the United States and safeguarded by 
the Federal as well as the local judicial system; and 

Whereas the Legislative Assembly of the Commonwealth of Puerto Rico has 

roposed amendments to the compact, subject to ratification by the people of 
uerto Rico, in order to eliminate therefrom certain inappropriate provisions and 
to clarify, develop, and perfect its terms so as better to achieve fulfillment of its 
Therefore 
e it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the compact between the United States and 
the people of Puerto Rico is hereby amended by deleting section 4 of Public Law 
poor Eighty-first Congress, and by substituting in lieu thereof the following 
uage: 

‘Sue. 4. The following provisions shall be known and cited as ‘The Articles of 
Permanent Association of the people of Puerto Rico with the United States.’ 

“Article I. The Commonwealth of Puerto Rico comprises the island of that 
name and its waters and all the islands and waters of those islands in the West 
Indies, adjacent to the island of Puerto Rico, lying east of the 74th Meridian of 
longitude west of Greenwich, which are referred to in Article II of the prs 4 
between the United States and the Spanish Government, entered into on the 10t 
day of December 1898. 

‘Article II. (a) The rights, privileges and immunities of citizens of the United 
States shall be respected in Puerto Rico to the same extent as if Puerto Rico were 
a State of the Union and subject to the provisions of paragraph 1 of Section 2 of 
Article IV of the Constitution of the United States. 

“(b) Full faith and credit shall be given in the Commonwealth of Puerto Rico 
to the public acts, records and judicial proceedings of the several States of the 
Union, the District of Columbia and the Territories and Possessions of the United 
States, and full faith and credit shall be given in each State, the District of Colum- 
bia and the Territories and Possessions of the United States, to the public acts, 
records and judicial proceedings of the Commonwealth of Puerto Rico. The laws 
of Congress prescribing the manner in which such acts, records and procedures 
shall be approved, applicable to the States of the Union, shall be applicable in 
the case of the Commonwealth of Puerto Rico. 
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“(c) A person charged in any State, Territory or Possession of the United States, 
or the District of Columbia, with treason, felony or other crime, who shall flee 
from justice and be found in Puerto Rico shall, on demand of the executive au- 
thority of the State, Territory or Possession, or the District of Columbia, from 
which he fled, be delivered up to be removed to the State, Territory or Possession, 
or the District of Columbia, having jurisdiction of the crime, and a person charged 
-in the Commonwealth of Puerto Rico with treason, felony or other crime, who shall 
flee from justice and be found in a State of the Union or a Territory or Possession 
of the United States, or the District of Columbia, on demand of the executive 
authority of the Commonwealth of Puerto Rico, shall be delivered up to be re- 
moved thereto. 

“Article III. (a) All bonds issued by the United States, or by its authority, or 
by any State, Territory or Possession of the United States, or by any county, 
municipality or other municipal subdivision of any State, Territory or Possession 
of the United States, or by the District of Columbia, or by the authority of any 
of them, shall be exempt from taxation by the Commonwealth of Puerto Rico. 

““(b) All bonds issued by the Commonwealth of Puerto Rico or by its authority, 
shall be exempt from taxation by the Government of the United States, or by the 
Government of Puerto Rico or of any political or municipal subdivision thereof, or 
by any State, Territory or Possession of the United States, or by any county, 
municipality or other municipal subdivision of any State, Territory, or Possession 
of the United States, or by the District of Columbia. 

““(c) In the exercise of its power to levy internal-revenue taxes, the Common- 
wealth of Puerto Rico shall make no discrimination between articles imported 
from the United States or foreign countries and similar articles produced or 
manufactured in Puerto Rico. Upon request of the Commonwealth of Puerto 
Rico, the officials of the Customs and Postal Services of the United States shall 
assist the Commonwealth government in the collection of internal-revenue taxes. 

“(d) Articles of merchandise of Puerto Rican manufacture coming into the 
United States and withdrawn for consumption or sale shall be subject to taxation 
in Puerto Rico under the internal revenue laws of the Commonwealth of Puerto 
Rico at the same rate as like articles A ypeersn for use or consumption in Puerto 
Rico, and in addition thereto, they shall be subject garment to the United States 
of a compensatory tax in an amount equal to the difference between the internal 
revenue tax imposed thereon under the laws of the Commonwealth of Puerto Rico 
and an amount equal to the internal revenue tax imposed in the United States on 
like articles of domestic manufacture at the point of manufacture or production 

““(e) The income tax laws of the United States shall apply in Puerto Rico 
upon the incomes of residents of Puerto Rico derived from sources outside of 
Fonte Rico, including federal salaries, but income tax payments to the Common- 
wealth of Puerto Rico on such income shall be credited against federal income 


taxes. 
““(f) The taxes imposed and collected by the United States under subsections 
(d) (e) of this Section shall be covered into the Treasury of the United States. 
““(g) Except as provided in subsections (d) and (e) of this Section, the internal 
revenue laws of the United States shall have no force and effect in Puerto Rico. 
“(h) The social insurance laws of the United States under which the partici- 
pating states or the people thereof substantially pay the costs of insurance shall 
extend to Puerto Rico equally as if Puerto Rico were a member State of the 
Union. Laws of the United States establishing programs under which the federal 
government substantially contributes the cost thereof, such as direct aid to the 
needy, and grants-in-aid laws, shall apply to Puerto Rico only if the Congress 
ifically so provides and in accordance with the determination of the Congress. 
“Article IV. (a) All merchandise produced or manufactured in Puerto Rico 
and transported to the United States, or produced and manufactured in the 
United States and transported into Puerto Rico, shall be entered at the several 
ports of entry free of duty, and free of quantitative restrictions other than those 
that could be placed on commerce if Puerto Rico were a state of the Union and 
subject to the provisions of § 8 of Article I of the Constitution of the United States. 
“(b) The tariffs, customs and duties levied, collected and paid upon all articles 
imported into Puerto Rico from ports other than those of the United States shall 
be the same as those required by law to be collected upon articles imported into 
the United States from countries as Congress 
provide upon request of the Commonwealth of Puerto Rico: Provided, however, 


that on all coffee in the bean or ground imported into Puerto Rico, there shall be 
levied and collected a duty in such amount as may be fixed by the Commonwealth 
of Puerto Rico, any law or part of law to the contrary notwithstanding. 
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“(c) The customs of the Commonwealth of Puerto Rico shall be administered 
by the Secretary of the Treasury- of the United States or his delegate, and the 
Secretary of the Treasury or his delegate shall designate the several ports and 
subports of entry in Puerto Rico and shall make such rules and regulations and 
incur in such expenses as may be necessary to collect the duties levied, collected 
and paid in Puerto Rico as herein provided, and the Secretary of the Treasury 
or his delegate shall appoint and fix the compensation and provide for the pay- 
ment of, all such officers, agents and assistants as the Secretary of the Treasury 
or his delegate may find necessary to employ for the administration of the customs 
of the Commonwealth of Puerto Rico. 

“(d) The proceeds of all tariffs, customs and duties levied and collected in 
Puerto Rico shall be paid into the Treasury of the Commonwealth of Puerto Rico. 

““(e) At the beginning of each fiscal year and upon certification by the Secretary 
of the Treasury of the United States or his delegate of the amounts necessary to 
defray the expenses incurred in the administration of the customs of the Common- 
wealth of Puerto Rico, the Secretary of the Treasury of the Commonwealth of 
Puerto Rico, out of the funds in his custody, shall advance such amounts to the 
Secretary of the Treasury of the United States, which shall be covered into a 
special fund in the Treasury of the United States to be known as ‘‘The Common- 
wealth of Puerto Rico Customs Service Fund’, and the Secretary of the Treasury 
of the United States is hereby empowered to make all necessary payments for the 
administration of the Customs Service of the Commonwealth of Puerto Rico out 
of such fund. 

“(f) At the request of the Commonwealth of Puerto Rico, the President of the 
United States may, within the limits of the President’s authority under applicable 
Federal law, negotiate trade and commercial agreements, or special provisions in 
such agreements, applicable to Puerto Rico, and relating to commodities or 
articles of particular importance to the economy of Puerto Rico, and the President, 
upon request by the Commonwealth, shall exclude Puerto Rico from any trade 
agreement unless he finds that the general interests of the United States require 
that Puerto Rico be included. 

“Article V. (a) All citizens of Puerto Rico as defined by Section 7 of the Act 
of April 12, 1900 entitled ‘‘An Act temporarily to provide revenues and a civil 
ae for Puerto Rico, and for other purposes’’, and all persons born in 

erto Rico who were temporarily absent from Puerto Rico on April 11, 1899 
and who thereafter returned and established a permanent residence in Puerto 
ne and who are not citizens of any foreign country, are citizens of the United 

tates, 

“(b) All ns born in Puerto Rico on or after April 11, 1899, are citizens of 
the United States equally as if born in a State of the Union. 

‘“(c) This Act shall not be construed as depriving any person of his or her 
citizenship otherwise lawfully acquired by such person, or to extend such citizen- 
ship to persons who have renounced or lost it under the treaties or laws of the 
United States or who are citizens or subjects of a foreign country now residing 
permanently abroad. 

““(d) Residence in Puerto Rico shall be equivalent to residence in a State of the 
Union for purposes of naturalization under the laws of the United States. 

““(e) Any citizen of the United States who is not otherwise a citizen of Puerto 
Rico shall be deemed to be a citizen of Puerto Rico upon establishing his residence 
in Puerto Rico in accordance with the laws of the Commonwealth of Puerto Rico. 

“Article VI. It is the intention of the United States and the Commonwealth of 
Puerto Rico that the Commonwealth, from time to time, as its ability to do so 
permits, shall certify to the President of the United States its readiness to pay the 
cost of or to assume the responsibility for specific functions, duties and services 
performed by the federal government in Puerto Rico except those which the fed- 
eral government should retain in order to fulfill the nature of this permanent as- 
sociation. If the President finds that the acceptance of payment by Puerto Rico 
of the cost of such functions, duties or services, or the transfer thereof, is con- 
sistent with the interests of the United States and the intent of the compact, he 
shall transmit the certification of the Commonwealth of Puerto Rico to the Con- 
gress, with his recommendation. If the Congress shall authorize acceptance of 
such payments, they shall b come obligations of the Commonwealth of Puerto Rico 
from and after the date specified by the Congress. In the event that the Congress 
shall authorize a transfer of functions, duties or services, such functions, duties or 
services shall, from and after the date fixed by the Congress, be governed by and 
performed under laws of the Commonwealth which shall include provisions as- 
pee i protection of the rights and tenure of the federal employees who may 

ected. 
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“Article VII. (a) All sropert acquired by the United States under Article 
VIII of the treaty between the United States and Spain, entered into on the 10th 
day of December, 1898, (hereinafter referred to as Crown Property), is and shall 
be the property of the Commonwealth of Puerto Rico, subject to the provisions 
of this Article. 

“‘(b) Such part of the aforesaid Crown Property as is reserved to the United 
States for public purposes as of the effective date of this Act shall continue under 
the control of the United States: Provided, that the President of the United 
States, from time to time, notwithstanding any other provision of law, shall trans- 
fer to the Commonwealth of Puerto Rico the control over or other rights of the 
United States in the Crown Property or parts thereof, as said control or rights 
are no longer needed for essential public purposes of the United States. Such 
transfers shall be without cost to the Commonwealth of Puerto Rico except that 
the Commonwealth shall pay the depreciated cost or appraised fair value of any 
improvements on the property which have been made by the United States and 
which are or may be used by or useful to the Commonwealth. 

“(e) In addition to the provisions of paragraphs (a) and (b) of this Article, the 
President of the United States shall from time to time, notwithstanding any other 

rovision of law, dispose of land, buildings and other interests or property in 
erto Rico, owned or controlled by the United States, which are not needed for 
essential publie purposes of the United States. The President shall first offer 
such land, buildings, interests or property to the Commonwealth of Puerto Rico, 
and if the Governor of the Commonwealth shall certify that they are needed for 
the public purposes of the Commonwealth, they shall be transferred to it at cost 
to the United States. 

“(d) As soon as practicable, and in no event later than two years after the 
effective date of this Article, each federal agency which owns or controls property 
in Puerto Rico shall submit to the President and the Congress a report specifying 
the lands, buildings and property or interests therein which it owns or controls 
and describing the need, if any, for a continuation thereof. 

“‘(e) The President of the United States may from time to time accept from 
the Commonwealth of Puerto Rico any lands, buildings or other interests or 
property which may be needed for public purposes of the United States. 

‘*Article VIII. The harbor areas, navigable streams, bodies of water and sub- 
merged lands in and around Puerto Rico, which are now under the control of the 
Commonwealth of Puerto Rico, are hereby transferred to the Commonwealth of 
Puerto Rico: Provided that the use, occupancy and control of said harbor areas, 
waters and submerged lands by the United States or any papecwoess or agency 
thereof shall not be impaired, and that the laws of the United States for the pro- 
tection and improvement of the navigable waters and for the preservation of the 
interests of navigation and coverage shall continue to apply to Puerto Rico with 
respect to the surrounding waters, harbors and inlets that may be directly accessi- 
ble at low tide from the open sea, but not including the streams, lakes and lagoons 
within Puerto Rico; and provided further, that nothing contained in this Act shall 
be construed so as to affect or impair in any manner the terms or conditions of 
any authorizations, permits or other powers heretofore lawfully transferred or 
exercised in or in respect of said harbor areas, waters and submerged lands by 
authorized officials of the United States. 

“Article [X. (a) Except as otherwise provided in this compact, the Federal 
Government shall have and may exercise the same powers in respect of Puerto 
Rico that it has in respect of the several States of the Union. 

““(b) Statutory laws of the United States heretofore or hereafter enacted, insofar 
as they are consistent with this eee and are otherwise applicable, shall have 
force and effect in respect of Puerto Rico to the extent that they could be applied 
if Puerto Rico were a member State of the Federal Union. 

**(e) Statutory laws of the United States hereafter enacted shall not be deemed 
to be applicable with respect to the Commonwealth of Puerto Rico unless specif- 
ically made applicable by Act of Congress, by reference to Puerto Rico or to the 
Commonwealth of Puerto Rico by name. 

“Article X, All public officials of the Commonwealth, its agencies, instrumen- 
talities and political subdivisions, before entering upon their respective duties, 
shall take an oath to support the Constitution of the United States and the 
Constitution of the Commonwealth of Puerto Rico. 

“Article XI. (a) The Commonwealth of Puerto Rico shall be represented in 
the Congress of the United States by a Commissioner of Puerto Rico to the 
United States who shall have all the rights and privileges of a member of the 
House of Representatives of the Congress except that he shall not be entitled 
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to vote in the House of Representatives or to offer a motion to recommit. He 
shall be an ex-officio member of such committees of the House of Representatives 
as may have general charge of matters concerning Puerto Rico and shall also be 
a member of such other committees as the House may determine. Said Commis- 
sioner shall be entitled to receive official recognition as such Commissioner by 
all departments of the Government of the United States upon presentation, to 
the Department of State, of a certificate of election issued by the Governor of 
the Commonwealth of Puerto Rico. 

“‘(b) The Commissioner of Puerto Rico to the United States shall be elected 
by the qualified electors of Puerto Rico, at a general election to be held every four 

ears under the Constitution of the Commonwealth, and his term of office shall 
e four years from the third of January, following his election, and until his suc- 
cessor is qualified. 

““(¢) The Commissioner of Puerto Rico to the United States shall be entitled 
to receive the same salary, emoluments, allowances, facilities and services as may 
be ene by law for the members of the House of Representatives. No person 
shall be eligible for election as Commissioner who is not a bona fide citizen of the 
United States and of the Commonwealth of Puerto Rico and who is not more 
than twenty-five years of age and who does not read and write the English lan- 
guage. In the case of vacancy to the office of the Commissioner by death, resigna- 
tion or otherwise, the vacancy shall be filled for the remainder of the term, as 
may be provided by law of the Commonwealth of Puerto Rico. 

“Article XII. The Commonwealth of Puerto Rico has and shall have full 
powers of self-government consistent with the powers which the Federal Govern- 
ment exercises in accordance with this compact. Such powers shall be exercised 
by the Commonwealth in accordance with the applicable provisions of the Con- 
stitution of the United States, the terms of this compact and the Constitution of 
the Commonwealth of Puerto Rico. 

“Article XIII. (a) The jurisdiction of the United States District Court for 
the District of Puerto Rico shall be the same as that provided by law with respect 
to the District Courts of the United States in the various districts in the States 
of the Union, including jurisdiction for the naturalization of aliens and residents 
of Puerto Rico who are not otherwise citizens of the United States. 

““(b) All proceedings in said Court shall be conducted in the English language, 
but if the judge of said Court shall determine that the interests of justice so require, 
and if the parties consent, he may order that any trial or proceeding be conducted 
in the Spanish language. 

““(c) The qualifications of jurors, as fixed by the laws of the Commonwealth of 
Puerto Rico, shall apply to jurors selected to serve in United States courts in 
Puerto Rico, but except in the case of trials conducted in the Spanish language, 
they shall have, as an additional qualification, sufficient knowledge of the English 
language to enable them to serve as jurors. 

““(d) No suit for the purpose of restraining the assessment or collection of any 
tax imposed under the laws of the Commonwealth of Puerto Rico shall be main- 
tained in the United States courts. 

“Article XIV. Final judgments or decrees of the Supreme Court of Puerto Rico 
shall be subject to review by the Supreme Court of the United States in like manner 
as the decisions of the highest courts of the several States. 

“Article XV. Nothing in these Articles of Association shall affect the validity 
or applicability of laws of the United States heretofore or hereafter enacted by the 
Congress subject to the consent of Puerto Rico which are or have been accepted 
by the Commonwealth in accordance with its terms.” 

Sec. 2. The compact between the United States and the people of Puerto Rico 
is hereby further amended by deleting section 5 of Public Law 600, Eighty-first 
Congress, and a substituting therefor the following provisions: 
ae — 5: The following laws are hereby repealed as of the effective date of 

is Act: 

‘The Act of Congress entitled ‘An Act temporarily to provide revenues and a 
civil government for Puerto Rico, and for other purposes’, approved April 12, 
1900; the Act of Congress entitled ‘An Act to provide a civil government for 
Porto Rico and for other perpones. approved March 2, 1917, as amended, and 
referred to as the Puerto Rican Federal Relations Act; and all laws or parts of 
law inconsistent with any of the provisions of this Act or of the compact: Provided, 
however, that until the Commonwealth of Puerto Rico, by amendment of its con- 
stitution, shall have adopted limitations upon its debt-incurring capacity, it shall 
not exceed the limitations upon its public indebtedness set forth in Section 3 of 
the Puerto Rican Federal Relations Act.” 
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Sec. 3. This Act and any amendments thereto enacted by the Congress shall 
become effective when approved by a majority of the qualified voters of Puerto 
Rico participating in a referendum to be held in accordance with the laws of the 
Commonwealth of Puerto Rico and upon proclamation by the President after 
receipt by him of certification by the Governor of the Commonwealth of the 
results of such referendum, 


U.S. DepARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., September 11, 1959. 
Hon. Wayne N. Asprna.t, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. AsprnaLu: This will reply to your request for the views of this 
Department on H.R. 5926, a bill to provide for amendments to the compact 
between the people of Puerto Rico and the United States. [ 

Because the bill relates largely to specialized matters outside the particular 
‘competence of this Department, we cannot make a recommendation as to whether 
‘it should or should not be enacted. As will appear below, however, we fully 
support what we understand to be the principal objectives of the bill, and we 
consequently consider that suitable legislation to achieve those objectives should 
be enacted. 

Beginning with the enactment in 1947 of the bill authorizing the people of 
Puerto Rico to elect their own Governor (61 Stat. 770), the Congress has dis- 
played its confidence in the maturity and wisdom of the Puerto Ricans and in 
their ability to manage their own affairs. It reaffirmed that confidence in 1950 
and again in 1952, by enactment of Public Law 600 of the 81st Congress (64 Stat. 
319), by which the people of Puerto Rico were authorized to draft their own con- 
stitution, and Publie Law 447 of the 8ist Congress (66 Stat. 327), by which the 
constitution so drafted was ratified by the Congress, with certain modifications. 
By these actions the Congress has given meaning to the statement of Elihu Root 
of 60 years ago that ‘‘* * * it is our unquestioned duty to make the interests of 
‘the people over whom we assert sovereignty the first and controlling consideration 
in all legislation and administration which concerns them, and to give them, to 
the greatest possible extent, individual freedom, self-government in accordance 
with their capacity, just and equal laws, and opportunity for education, for profit- 
able industry, and for development in civilization.” 

These words define accurately what we conceive to be the responsibility of the 
United States with respect to the people of our offshore areas. It is in light of 
that responsibility that we have examined H.R. 5926, relating to Puerto Rico’s 
status and to the rights and responsibilities of her people. 

As we read it, H.R. 5926 is designed to achieve at least four basic objectives 
which we regard as useful and laudatory. The bill would, first, attempt to 
clarify the legal status of the Commonwealth of Puerto Rico and its relationship 
‘to the Federal Government. Inasmuch as considerable confusion has existed on 
these subjects since 1952, as evidenced particularly by conflicting judicial decisions, 
we think it eminently desirable for the Congress to consider anew what that 
status and relationship were intended to be as a result of the laws giving rise to 
the Commonwealth; and, by enactment of appropriate new legislation on the 
subject, to make clear what Puerto Rico’s status and relationship to the United 
States should be, at least for the immediate future. The reexamination of these 
matters seems to us timely and desirable. 

Secondly, H.R. 5926 anticipates the assumption by the Government of the 
Commonwealth of increased functions and responsibilities, and this seems to us a 
logical step. It is clear to all who are familiar with developments in Puerto Rico 
in the last decade that its progress has been extraordinary, and it is thus reason- 
able, but no less commendable, for the people of Puerto Rico to wish to move 
forward in assuming a greater measure of responsibility. This willingness, as 
evidenced by the spirit of article VI of the bill, for example, seems to us to do 
great credit to the people of the Commonwealth. : 

Thirdly, the bill further evidences Puerto Rico’s willingness to assume a greater 
measure of fiscal responsibility. Although the internal revenue laws of the United 
States, ecg. the income tax laws, would in large part remain inapplicable to 
Puerto Rico under article III, a change of some consequence with respect to the 
excise tax treatment accorded to Puerto Rican products would result from article 
III(d). Under existing law, Puerto Rican products brought to the mainland are 
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subject to the same Federal excise tax as applies to similar products of domestic 
manufacture, but such tax is paid over by the Federal Government to Puerto 
Rico. Under the provisions of article III(d), Puerto Rican products shipped to 
the mainland would be subject to a Puerto Rican tax (which is not now the case), 
but they would also be subject to the U.S. tax to the extent of whatever difference 
might exist between the United States and the Puerto Rican tax. This latter 
amount would be paid to the Federal Treasury rather than to the Puerto Rican 
Treasury. We have been informed that this provision may result in an increase 
of Federal revenues to the extent of approximately $4 million annually. The 
amount will, of course, depend upon the rates adopted by Puerto Rico concerni 
its own excise tax. If its tax should rise to the level of the Federal tax, the fu 
revenue from this source would accrue to Puerto Rico, and none would come to 
the Federal Treasury. So long as the Puerto Rican tax does remain below the 
Federal level, however, the Federal Treasury will benefit from the provisions of 
article III(d). We are not in a position at this time to endorse the specific provi- 
sions of article III(d), but we applaud the spirit which they manifest, 

Finally, H.R. 5926 would amend the Federal Relations Act in order to remove 
Wo conta which are obsolete or as sage in light of Puerto Rico’s status. 

e consider this objective desirable. For example, we see no reason to perpetuate 
the debt limitations now contained in section 3 of the Federal Relations Act 

48 U.S.C. 745), and consider that this is a subject which the people of Puerto 
ico should control, through the amendment of their constitution as anticipated 
by section 2 of the bill. e would similarly agree that section 11 of the Federal 
Relations Act (48 U.S.C. 794), should be deleted as obsolete. Section 11 provides 
that reports required by law to be made by the Government of Puerto Rico to 
the United States be submitted to the head of the Department designated by the 
President, and that the President may place matters pertaining to Puerto Rico in 
the jurisdiction of such department. This Department formerly had executive 
branch oe gaye ad for Puerto Rico. No longer, however, are any reports re- 
uired, and no longer does this Department or any other exercise supervision over 
Puerto Rico. The section should consequently be repealed. 

To the extent that H.R. 5926 is designed to accomplish the foregoing purposes, 
we fully support its objectives. Other Departments and agencies will comment 
upon detailed provisions of the legislation. We wish at this time to comment 
upon only one. The proposed new title of the basic law governing Puerto Rico’s 
relationship with the Federal Government, i.e., “The Articles of Permanent 
Association of the People of Puerto Rico With the United States,” implies to us 
a freezing of Puerto Rico’s current status, and it appears to be designed to fore- 
close any future consideration of the status question. This administration has 
made clear that it seeks to keep the door open for the le of Puerto Rico to 
seek whatever status they ahi within the limits of the Federal Constitution. 
In our view, the people of Puerto Rico should have complete freedom to decide 
whether their ultimate destiny should be statehood, or independence, or a con- 
tinuation of Commonwealth status. We recommend that the legislation, includ- 
ing the proposed title, be amended so as to insure that the question of Puerto 
Rico’s ultimate status will be left open for future consideration by both the 
people of Puerto Rico and the Congress. 

e believe that legislation to clarify Puerto Rieo’s status and to reaffirm our 
faith in the capacity of its people to govern themselves should be enacted at an 
early date. Such legislation will constitute a new indication of the Congress’ 

ard for the “unquestioned duty’’ which Elihu Root described. 

he Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Eimer F. Bennett, 
Acting Secretary of the Interior. 


DEPARTMENT OF THE Navy, 

OFFICE OF THE SECRETARY, 

Orrice or Leerstative Lrarson, 

Washington, D.C., September 21, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

My Dear Mr. Cuarrman: Reference is made to your request to the Secretary 

of Defense for the views of the Department of Defense with respect to H.R. 5926, 
a bill to provide for amendments to the compact between the people of Puerto 
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Rico and the United States. The Secretary of Defense has delegated to the De- 
—— of the Navy the responsibility for expressing the views of | the Department 
ense. 

The purpose of the bill is to amend the act of July 3, 1950 (Public Law 81-600, 
64 Stat. 319) which granted to the prone of Puerto Rico the right to organize 
a government under a constitution of their own adoption. The bill would modify 
the rights of Puerto Rico and the United States now specified in the Puerto 
Rican Federal Relations Act. It would grant more autonomy to Puerto Rico 
in some respects and assimilates its status to that of a State in others, depending 
on what is desirable from a Puerto Rican point of view. 

The Department of the Navy on behalf of the Department of Defense is 
op d to the above-mentioned bill as presently written. 

o achieve the above objectives, the bill incorporates 15 new and revised articles 
in Public Law 600, 81st Congress. The majority of the articles would affect the 
operations of executive agencies other than the Department of Defense and the 

rtment defers to the views of such interested agencies. 
nsofar as this bill affects the operations of the Department of Defense, articles 
III, VII, and VIII of the bill are of particular interest. Article III deals with 
tax matters. Article VII relates to the transfer of public property and is sub- 
stantially the same as the em 48 U.S.C. 746-748 with one important exception, 
discussed below. Article VIII corresponds to 48 U.S.C. 749 and relates to harbors, 
waters, and submerged lands. 

Subsections (e) and (g) of article III relate to the internal revenue laws of the 
United States. It is not all clear whether these subsections would amend the 
Internal Revenue Code to include Federal salaries of Puerto Rico residents in 

income, for Federal income tax purposes, only if derived from sources 
lomalearananat outside of Puerto Rico, or whether Federal salaries would continue 
to be included in gross income no matter the source from which derived. It is also 
noted that provision is made in subsection (e) for crediting income tax payments 
to the Commonwealth of Puerto Rico, on income subject to the tax laws of the 
United States, against Federal income taxes. Questions arise as to whether 
the credits will be allowed without limitation, or whether limitations, such as 
provided in sections 33, 36, and 904 of the 1954 code will be applicable. If sub- 
sections (e) and (g) shoul Sy Me to exclude Federal salaries earned in Puerto 
Rico from gross income, for Federal income tax purposes, a question will arise 
as to whether a member of the Armed Forces not domiciled in Puerto Rico may 
qualify as a “‘resident”’ of Puerto Rico, while serving therein, so as to exclude his 
military pay from his U.S. income tax return. If so, will he then be able to claim 
exemption from Puerto Rico income taxes by reason of the protection afforded 
by section 514 of the Soldiers’ and Sailors’ Civil Relief Act of 1940 as amended? 
As written, subsection (e), when viewed in the light of subsection (g) and the 
broad repeal language of section 2 of the bill, leaves much doubt as to the effect 
of H.R. 5926 on the Internal Revenue Code of 1954, particularly with respect to 
Federal salaries. Furthermore, questions arise as to the effect of article III (g) 
upon the administration of the internal revenue laws of the United States. This 
subsection, which would make the internal revenue laws of the United States in- 
applicable to Puerto Rico except in limited enumerated areas, would apparent! 
make such provisions as the gift and estate taxes and property lien laws inappli- 
cable in Puerto Rico. 

Article VII abounds in a number of terms which are so vague that problems 
are certain to develop which will seriously impede any effort to effectively carry 
out the provisions. In the first instance Crown Property areas should be defined 
with accuracy. No such definition of these or other areas covered by the bill is 
set forth. Accurate definition of area is essential to avoid later controversy. 
In subsection (b) the term ‘“‘reserved to the United States for public purpose” 
requires determinations of what are public purposes. In the same subsection (b) 
the President is required to transfer Crown Property ‘“‘no longer needed for essen- 
tial public purposes.” Here again the term is vague and a standard of essentiality 
is apparently introduced. The payment is to be at “‘depreciated cost or appraised 
value.”” These two terms on the face of them appear to be inconsistent and neither 
term is defined. The requirement that payment be made only for property 
“used by or useful to the Commonwealth” suggests another criterion. In sub- 


section (c) covering lands other than crown property the term ‘“‘essential public 
ae is again used and the consideration is stated to be “‘cost to the United 

tates.” Thus, in subsection (b) “depreciated cost’’ is referred to whereas in 
subsection (c) “cost’’ is employed and neither term is defined. 
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The report required by article VII(d) would be superfluous insofar as the 
military is concerned since a similar worldwide report is required by the Depart- 
ment of Defense. It is considered that present administrative procedures in effect 
in the Department of Defense, conducted in close coordination with the appro- 
priate committees of both House and Senate, are effective and adequate. In its 
report on the military construction bill for fiscal year 1960 (S. Rept. 296 of May 
19, 1959, at p. 39) the Senate Armed Services Committee, after a review of the 
Defense Department’s real property transactions during the period August 1955 
to March 1959, observed as follows: ‘“This comparison is proof of the effectiveness 
of the real property review program as it is pr serreraraeanl ¢ by the Assistant Secre- 
tary of Defense (Properties and Installations).’’ 

he vagueness of the language of article VII, the lack of definition of terms 
therein, and the failure to set up + om procedures which would be feasible make 
this article of the bill objectionable. 

Article VIII of this proposed bill in its present form is also objectionable. This 
article purports to transfer harbors, streams, bodies of water and submerged lands, 
in and around Puerto Rico, to that Commonwealth. Article VIII seems to 
attempt to follow the stated purpose of the Submerged Lands Act (43 U.S.C. 
1301); namely, the transfer of ownership of land beneath navigable waters, 
although here the transfer would be to the Commonwealth, rather than to a State. 
It is apparent, however, that in this attempt, article VIII falls short of the act in 
some respects and in others, attempts to go too far. 

Because of the magnitude of problems that this legislation could create for the 
military departments in the land and water areas, it is the recommendation of 
the Department of Defense that consideration of those portions of H.R. 5926 
concerning land and water areas be postponed until a thorough study of the 
problems involved can be made. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures eae by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
R. L. 
Captain, U.S. Navy, 
Deputy Chief of Legislative Affairs 
(For the Secretary of the Navy). 


DEPARTMENT OF STATE, 
Washington, August 10, 1959. 
Hon. Wayne N. AsPINALL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear Mr. Asprnautt: The Department of State has studied the bill (H.R. 
5926) to provide for amendments to the compact between the people of Puerto 
Rico and the United States, forwarded by your letter of April 9, 1959. 

The Department of State views with favor legislation which would clarify and 
strengthen the full measure of self-government which the United States has 
granted to Puerto Rico. It is pertinent to recall that in 1953 the U.S. Govern- 
ment notified the United Nations that, with the establishment of the Common- 
wealth on July 25, 1952, the people of Puerto Rico had obtained a full measure 
of self-government. The U.S. Government memorandum to the United Nations 
at that time traced the successive advances which had been made in the growth 
and development of self-governing institutions in Puerto Rico and in the vesting 
of powers of government in the Puerto Rican ple and their elected representa- 
tives. It concluded that as a result of the change in the position and status of 
Puerto Rico, the United States considered it unnecessary to transmit further in- 
formation to the United Nations on Puerto Rico under article 73(e) of the United 
Nations Charter. The U.S. memorandum described the present Commonwealth 
status as a voluntary relationship with the United States. The term “Common- 
wealth,” it was explained, was adopted by Puerto Rico as the official English 
designation of the body politic created by the Constitution of Puerto Rico. 

ithin the responsibilities of the Department of State for the conduct of for- 
eign affairs of the United States are included those affairs as they affect Puerto 
Rico or its citizens. It is believed that the contiuance of this responsibility in the 
Secretary of State of the United States would not be altered by the present bill 
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nor does there appear to be intent to the contrary. This is made clear by the 
context of the proposed bill and especially by Article IX(a) of the draft revision 
to section 4 of Public Law 600 as contained in the bill. The phraseology in the 
a ge of the bill, however, where the words ‘“‘the Commonwealth of Puerto 

ico is associated with the Federal Union on the basis of common citizenship, 
common defense, and international political relations, a common market * * * 
are used, seems not to express yor this concept. The Congress might wish to 
give consideration to a change in the preamble to correct any confusion which 
might exist or arise on this point. In any rephasing that might be agreed upon, 
the Department of State would recommend that the term ‘foreign relations’’ or 
“international affairs’? or a combination of these words be used instead of ‘‘inter- 
national political relations.’’ The foreign relations of the United States though 
in the broad sense political in nature, are also conducted in other fields which 
a be construed to be excluded by a narrow interpretation of the word “politi- 

In addition to the foregoing general comment on the bill and its preamble, the 
Department wishes to make the following observations on specific sections of the 
proposed revision of section 4 of Public Law 600, 81st Congress. Except as ex- 
plaiacd in general in the above a the Department has no comments at 
this time on articles I, II, TII, VI, VII, IX, X, XII, XIII, XIV or XV of the 
proposed revisions to section 4 of Public Law 600 contained in the bill, nor to 
section 2 and section 3 of the bill, to the extent its responsibilities for the conduct 
of the foreign relations of the United States or other delegated responsibilities are 
concerned. 

Article IV 

H.R. 5926, recently introduced in Congress, provides for amendments to the 
compact between the poaple of Puerto Rico and the United States. Among other 
things, it provides that the President may negotiate trade agreements or special 
provisions in such agreements applicable only to Puerto Rico. 

The intention of the trade and tariff provisions of the bill appears to be to give 
greater recognition to Puerto Rico’s special status as a Commonwealth by pro- 
viding a legal basis for the negotiation of trade agreements by the United States 
under which Puerto Rico would be entitled to tariffs and to customs regulations 
differing from those applied by the Federal Union and its possessions. From the 
point of view of foreign policy, the Department of State has no objection to such a 
result; however, it has the following comments: 

Article IV(b) of H.R. 5926 provides that Puerto Rico’s “tariffs, customs and 
duties” shall be the same as those upon articles imported into the United States 
except for coffee and for articles which Puerto Rico and the Congress agree shall 
receive different treatment. The Department assumes that it is not the intention 
of this paragraph to narrow the authority to negotiate trade and commercial 
——— or special provisions in such agreements, for Puerto Rico which article 
IV(f) grants to the President. The Department also assumes that this paragraph 
intends to apply the same prohibition against the use of quantitative restrictions 
on imports into Puerto Rico from ports other than those of the United States which 
article [V(a) applies to the use of such restrictions on articles produced or manu- 
factured in the United States and transported into Puerto Rico. To clarify these 
two points the Department suggests that article IV(b) be amended to read: 

“All articles imported into Puerto Rico from ports other than those of the 
United States shall be free of quantitative restrictions other than those that could 
be placed on such commerce if Puerto Rico were a State of the Union and subject 
to the provisions of section 8 of article I of the Constitution of the United States, 
and the tariffs, customs and duties levied, collected and paid upon all such articles 
shall be the ame as those required by law to be collected upon articles imported 
into the United States from foreign countries except as modified by a trade or 
commercial ment, or special provisions in such agreements negotiated by the 
President under article IV(f), or as Congress may otherwise provide: Provided, 
however, That on all coffee in the bean or ground imported into Puerto Rico there 
shall be levied and collected a duty in such amount as may be fixed by the Com- 
monwealth of Puerto Rico, any law or part of law to the contrary not- 
withstanding.” 

The Department assumes that article IV(f) is not intended to be retroactive in 
effect; that is, that it is intended to cover only trade and commercial agreements, 
or special provisions in such agreements, 95 aera after the passage of this bill. 
The Department suggests that this point clarified by amending that para- 
graph to read: 
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“The President of the United States may, within the limits of the President’s 
authority under applicable Federal law, negotiate future trade and commercial 
agreements, or special provisions in such agreements, applicable to Puerto Rico, 
and relating to commodities or articles of particular importance to the eeonomy 
of Puerto Rico.” 

Article IV (b) and (f) of H.R. 5926 require the ‘‘request of the Commonwealth 
of Puerto Rico’’ for the application to it of tariff and customs regulations differing 
from those applicable to the United States, while article IV requires the ‘‘consent 
of Puerto Rico” before the laws of the United States may be applied in Puerto 
Rico. Section 3 of this bill requires that, before it goes into effect, the bill be 
approved “by a majority of the qualified voters of Puerto Rico participating in a 
referendum to be held in accordance with the laws of the Goimunitainaiale of Puerto 
Rico.”’? Thus it appears that the bill intends to provide for increasing popular 
participation in (sea ap the position of Puerto Rico on actions affecting it 
which may be taken for it by the United States. The question whether and to 
what extent the powers conferred by the sections of the bill which are discussed 
herein should be limited or conditioned by ‘‘requests,” ‘“‘consents,’”’ or other simi- 
lar expressions denoting Puerto Rican action, involves matters which are outside 
the functions of this Department. Whatever the disposition of those questions, 
as to which we express no opinion, the bill, if such consents or requests are ulti- 
mately included, should precisely delineate the procedure that is required to show 
such “‘request’’ and the “‘consent’”’ of Puerto Rico. 

The redrafted articles IV (b) and (f) set forth above, therefore, have omitted 
reference to such ‘“‘requests”’ or ‘“‘consents.” They could be amended, if necessary, 
to conform with the formula, if any, decided upon in this respect. 


Article V 


This article deals with the U.S. citizenship status of citizens of Puerto Rico 
and persons born in Puerto Rico, and with residence in Puerto Rico as a basis for 
naturalization as a citizen of the United States. The matter of naturalization is 
one over which the Attorney General has jurisdiction under the provisions of 
section 103 of the Immigration anj Nationality Act. Section 104 of that act 
charges the Secretary of State with the determination of nationality of a person 
not in the United States. The Department would perceive no problem in the 
administration of the provisions of this section in regard to persons outside the 
United States. 


Article VIII 


The terms of this article do not appear to be in conflict with this Government’s 
position on the breadth of territorial seas, the Continental Shelf, or other law of 
sea matters and hence should raise no international problems. 

Article XI 

This article a that the Commonwealth of Puerto Rico shall be repre- 
sented in the Congress of the United States by a Commissioner of Puerto Rico to 
the United States. It further provides that the Commissioner shall be entitled 
to receive official recognition as such Commissioner by all departments of the 
Government of the United States upon presentation, to the Department of State, 
of a certificate of election issued by the Governor of the Commonwealth of Puerto 
Rico. These provisions are identical in most respects with section 36 of the 
Puerto Rican Federal Relations Act [39 Stat. 963 (1917), 48 U.S.C. 891, (1952)] 
and with the provisions of the act of April 11, 1900 [31 Stat. 86]. In regard to 
the Department of State responsibilities, the only difference appears to be that the 
proposed bill provides that the presentation of the certificate of the Commissioner 
of Puerto Rico shall be ‘“‘to” rather than “through” the Department of State as 
now contained in the Federal Relations Act. 

Pursuant to the provisions of these laws the Department of State has for much 
of the period since 1900 received the certificate of election from the Resident 
Commissioner or the Resident Commissioner-elect and has presented him a cer- 
tificate acknowledging this fact. 

The Department of State formerly engaged in a number of other domestic 
activities such as certifying presidential electors, maintaining Federal statutes 
and caring for the official papers of the Territories. It was relieved of these 
Peary by Reorganization Plan No. 20 of 1950 [63 Stat. 203 (1949), 
5 U.S.C. 133z (1952)]. 

It seems anomalous to continue this archaic practice with respect only to Puerto 
Rico, unrelated as it is to the conduct of the foreign relations of the United States. 
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Therefore, unless there is some special significance attached to the present pio- 
cedure, it is recommended that the words ‘‘to the Department of State’’ be elimi- 
nated from article XI(a) of the bill. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Wituiam B. Macomper, Jr., 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF HEALTH, EpUCATION, AND WELFARE, 
Washington, August 20, 1959. 
Hon. N. ASPINALL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. CuHarrMan: This letter is in response to your request of April 9, 
1959, for a report on H.R. 5926, a bill to provide for amendments to the compact 
between the people of Puerto Rico and the United States. 

The bill would amend Public Law 600, 8lst Congress, by inserting therein 
provisions (composed of 15 articles) to be known as the Articles of Permanent 
Association of the People of Puerto Rico With the United States, and would 
repeal (1) the Foraker Act (act April 12, 1900, 31 Stat. 77), (2) those portions of 
the Jones Act (act March 2, 1917, 39 Stat. 951) still in foree and now known as 
the Puerto Rican Federal Relations Act, and (3) any provisions of law inconsistent 
with the bill or with “the compact.”’ (The subject matter of the provisions of 
the Foraker and Jones acts which the bill would repeal is included in the more 
comprehensive proposed ‘‘Articles of Permanent Association.’’) 

The bill ‘‘and any amendments thereto enacted by the Congress’ would 
become effective when approved by a majority of the qualified voters of Puerto 
Rico participating in a referendum and upon proclamation by the President of 
the results of such referendum. 

We defer to the Departments of the Interior, Justice, and State on the basic 
constitutional and policy questions raised by this bill with respect to the relation- 
ship between the United States and Puerto Rico. Our comments, enclosed 
herewith, are therefore confined to questions touching the program interests of 
this Department. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Arrutour 8, FLEMMING, Secretary. 


ComMENTs ON H.R. 5926 


1. Article III(g) of the proposed “articles of permanent association’’ provides 
that, with certain exceptions with which we are not concerned, the internal 
revenue laws of the United States shall have no force and effect in Puerto Rico. 

If these provisions were to be enacted, they would apparently make inapplicable 
to Puerto Rico the provisions of the Self-Employment Contributions Act of 1954 
(26 U.S.C. 1401-1403) and the Federal Insurance Contributions Act (26 U.S.C. 
3101 et seq.) which are the financing provisions for the Federal old-age and 
survivors insurance program, as well as the Railroad Retirement Tax Act (26 
U.S.C. 3201, et seq.) which finances the railroad retirement system, unless para- 
graph (h) of article III, quoted and discussed below, is construed to modify 
paragraph (g) in this respect. If paragraph (g) is retained, the social insurance 
taxes we have mentioned should be included among the exceptions therefrom. 

+ ane III(h) of the proposed ‘‘articles of permanent association’”’ provides 
as follows: 

“The social insurance laws of the United States under which the participatin 
States or the people thereof substantially pay the costs of insurance shall exten 
to Puerto Rico equally as if Puerto Rico were a member State of the Union, 
Laws of the United States establishing programs under which the Federal Gov- 
ernment substantially contributes the cost thereof, such as direct aid to the 
needy, and grants-in-aid laws, shall apply to Puerto Rico only if the Congress 
specifically so provides and in accordance with the determination of the Congress.”’ 

These provisions, if enacted in their present form, would not appear to modify 
or otherwise adversely affeet the relevant provisions of any law now administered 
by this Department. The term “social insurance laws of the United States” 
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would seem to include the old-age, survivors, and disability insurance system 
(composed of title II of the Social Security Act and corresponding provisions of 
the Internal Revenue Code of 1954) which, as now in effect, applies in Puerto 
Rico as elsewhere in the United States. (See the discussion under point 1 of 
this report for possible conflict as to the provisions of the IRC.) Also, the 
reference to public-assistance programs and other grant-in-aid laws in the next 
sentence of article III(h) is sufficiently guarded to preserve such exclusions or 
limitations with respect to the application of such laws to Puerto Rico as now 


exist. 

If article III(h) is retained, however, we would suggest deletion of the phrase 
“under which the participating States or the people thereof substantially pay the 
costs of insurance,’’ because the phrase is unnecessary and technically defective. 
There is, moreover, some ambiguity in article III(h) as to whether the term “social 
insurance laws of the United States’’ would include that part of the Federal- 
State unemployment insurance system consisting of the Federal Unemployment 
Tax Act and certain parts of the Social Security Act, and whether, if grants under 
title III of that act (for State unemployment compensation administration) are 
brought under the bill by the first sentence of article III(h), they are excluded by 
the second. It would seem preferable to extend the system to Puerto Rico by 
specific amendments to the acts in question, as has been proposed by the adminis- 
tration. (In this connection, also, see point 1 of these comments.) 

It is not entirely clear whether article II1I(h) relates only to acts of Congress 
already in effect, and, if so, whether it includes future amendments to such laws, 
or if it is intended to encompass both laws now in effect and entirely new laws that 
may hereafter be enacted. In the latter event, the first sentence of article III(h) 
would seem to be in conflict with article IX(c) of the bill which makes future laws 
of the United States applicable to Puerto Rico only if they specifically refer to 
Puerto Rico by name. Our own preference is to let the application of such laws 
be governed by their own terms. 

It should, in any extent, be made clear beyond peradventure that, notwith- 
standing article IX of the “articles of permanent association’’ and section 3 of 
the bill, Congress reserves the right to alter, amend, or repeal any of these laws 
at any time, in relation to their application to Puerto Rico or otherwise. 

3. Article VI of the proposed ‘‘articles of permanent association’ contemplates 
transferring to Puerto Rico—subject to Presidential concurrence and congressional 
approval—functions, duties, or services performed by the Federal Government 
in Puerto Rico, if the Commonwealth certifies to the President its readiness to 
assume such responsibilities, except in the case of functions, duties, and services 
“which the Federal Government should retain in order to fulfill the nature of this 
permanent association.’’ While the condition of Presidential and congressional 
approval would appear to establish safeguards in this respect, article VI raises 
the question whether a provision of this kind does not non that there may be 
Federal functions which, though properly exercisable as such by the United States 
in the several States of the Union, would be more properly performed in Puerto 
Rico by the Commonwealth as Commonwealth functions in view of the nature 
of the association of the Commonwealth with the Union. We assume that the 
implications of this article will be thoroughly explored in this connection. 

4. Article VII(c) of the proposed “articles of permanent association’’ provides 
that the President shall from time to time, ‘notwithstanding any other provision 
of law,’’ dispose of lands, buildings, and other interests or property in Puerto 
Rico owned or controlled by the United States which are not needed for essential 
— purposes of the United States, and directs the President to first offer such 

nds, buildings, interests, or property to Puerto Rico and to transfer them to the 
Commonwealth “at cost to the United States’ if the Governor should certify 
that they are needed for the public purposes of the Commonwealth. This is a 
modification of section 7 of the Puerto Rican Federal Relations Act (48 U.S.C. 
748) which authorizes the President, in his discretion, to convey to the people of 
Puerto Rico such lands, buildings, or interests in lands, or other property in 
Puerto Rico “now owned,” i.e., owned on March 2, 1917, as in his opinion are no 
longer needed for public purposes of the United States. The bill would thus 
substantially broaden existing law by bringing in property acquired by the 
United States after March 2, 1917, making the provision mandatory, and excepting 
only property needed for essential public purposes. 

Article VIl(a) would require that as soon as practicable, and in no event later 


than 2 years after the effective date of this article, each Federal agency owning or 
controlling property in Puerto Rico shall report to the President and the Congress 
the lands, buildings, and property and interests therein which it owns or controls 
“and describing the need, if any, for a continuation thereof.” 
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We do not believe that the modifications in existing law contemplated by the 
proposed paragraphs (¢) and (d) are desirable. In the first place, section 202 of 
the Federal Proparty and Administrative Services Act of 1949 has fully adequate 
provisions relating to the ascertainment, utilization, and disposal of excess Federal 
property. It requires, among other things, that each executive agency ‘‘continu- 
ously survey property under its control to determine which is excess property, 
and wee report such property to the Administrator (of General Services) 

* nd * * * transfer or dispose of such ay aye as promptly as possible 
in accordance with authority delegated and regulations prescribed by the Adminis- 
trator.’’ It requires every Federal executive agency, so far as practicable, to 
transfer property excess to its needs to other Federal agencies and to obtain excess 
property from other Federal agencies. 

ction 203 of the act regulates the disposal of surplus property, i.e., excess 
roperty not required for the needs and the discharge of the responsibilities of the 
se ae Government. It authorizes the donation of surplus personal property, 
(a) upon allocation by this enapeeteneat, for educational or public health purposes 
to tax-supported or nonprofit medical institutions, hospitals, clinics, health 
centers, school systems, schools, colleges, and universities, and (b) upon allocation 
by the Office of Civil and Defense Mobilization (which has delegated operatin 
functions, to this De ment) to civil defense organizations, in any ‘State, 
which term is defined to include the Commonwealth of Puerto Rico. It also 
authorizes this Department, upon assignment by the Administrator of General 
Services, to dispose of surplus real property in any ‘‘State,’’ including Puerto Rico 
for school, classroom, or other educational use or for use in the protection of 
public health, and provides that, in fixing the sale or lease value of pesnerte: to be 
so disposed of, we shall take into consideration any benefit which has accrued or 
may accrue to the United States from the use of such property by the transferee. 
Under this authority, we dispose of surplus real property for public health or 
educational purposes at a so-called se benefit allowance which ranges from 
40 to 100 percent of the fair value of the property. 

We, therefore, recommend against the inclusion of paragraphs (c) and (d) of 
article VII of the bill or, if these provisions are included in any form, we recom- 
mend that it be made clear that the provisions for the disposal of excess and 
surplus property under the Federal Property and Administrative Services Act 
referred to, as now in effect or hereafter amended, shall not be affected as respects 
their application to Puerto Rico. 

5. Article VIII of the proposed “articles of permanent association” provides, 
among other things, that the laws of the United States for the protection and 
improvement of the navigable waters shall continue to apply to Puerto Rico 
with respect to the surrounding waters, harbors, and inlets that may be directly 
accessible at low tide from the open sea, but not including the streams, lakes, and 
lagoons within Puerto Rico. e believe that, insofar as there are Federal laws 
to prevent or control pollution of navigable waters, care should be taken that at 
least the United States does not surrender, with respect to Puerto Rico, whether 
through legislation already in effect or through future legislation, powers which 
the United States would have if Puerto Rico were a State. In this connection, 
attention is also invited to article XV of the proposed “articles of permanent 
association’’ which seems to imply that these articles might affect the validity or 
applicability of Federal laws already in existence or hereafter enacted unless 
enacted subject to the consent of Puerto Rico and accepted by the Commonwealth. 

6. Article IX of the “articles of permanent association,” apart from its possible 
relationship to article III(b), raises basic questions and contains ambiguities and 
seemingly internal inconsistencies. Article IX(b) seems to make past and future 
acts of Congress automatically effective in respect of Puerto Rico as if Puerto Rico 
were a member State of the Union (insofar as consistent with this compact and 
otherwise applicable), while article IX(c) would condition the applicability of 
future laws of the United States to Puerto Rico on specific provision in the law 
to that effect. We, at any rate, doubt the desirability and perhaps the efficacy 
of this latter provision. If effective, it would require constant vigilance and 
awareness of this provision on the part of legislative draftsmen in the drafting of 
laws which clearly are intended to operate throughout the United States and its 
territories and possessions. 


>= 
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FeperAL CoMMUNICATIONS CoMMISSION, 
i Washington, D.C. 
Hon. Warne N. ASsPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear CHarrMAN AsPINALL: This is in reply to your request seeking this Com- 
mission’s comments on H.R. 5926, a bill to provide for amendments to the com- 
pact between the people of Puerto Rico and the United States. 

Enclosed please find six copies of our comments on this bill. The Bureau of the 
Budget has informed the Commission that it has no objection to the submission 
of these comments to your office. 

Sincerely yours, 
Joun C. Dorrrer, Chairman. 


ComMENTs oF FepeRAL ComMMUNICATIONS ComMiIssION ON H.R. 5926, 86TH 
Conaress, A Bit To Provipg ror AMENDMENTS TO THE Compact BETWEEN 
THE or Puerto Rico aNnp THE UNITED SraTes 


This, bill, among other things, ag Masco for a transfer of functions, duties and 
services performed by the Federal Government in Puerto Rico to the Common- 
wealth of Puerto Rico as the Commonwealth’s ability to do so permits and excepts 
those which the Federal Government should retain. The President of the United 
States shall from time to time dispose of land, buildings and other interests or 
property in Puerto Rico, owned or controlled by the United States, which are 
not needed for essential public purposes of the United States, which shall be 
first offered to the Commonwealth of Puerto Rico. Each Federal agency which 
owns or controls property in Puerto Rico shall report it within no later than 
2 years and describe the need, if any, for a continuation thereof. The President 
of the United States may accept from the Commonwealth of Puerto Rico any 
lands, buildings or other interests or property which may be needed for public 
poppe of the United States. Except as otherwise provided, the Federal 

overnment shall have and may exercise the same powers in respect of Puerto 
Rico that it has in respect of the several States of the Union. 

Proposed H.R. 5926 would not amend the Federal Communications Act of 1934, 
as amended, and Federal control of matters under that act will continue unabated. 
Accordingly, it does not seem that proposed H.R. 5926 would create any distinctive 
problems for the Commission, and the Commission has no objection to its passage. 

Adopted: June 3, 1959. 


[H.R. 7003, 86th Cong., 1st sess.] 


A BILL To provide for a referendum in Puerto Rico on the admission of Puerto Rico into the Union as a 
State, and to establish the procedure for sucb admission if the people of Puerto Rico desire it 


Be it enacted by the Scnate and House of Representatwes of the United States of 
America in Congress assembled, 


TITLE I—REFERENDUM 


Sec. 101. An islandwide referendum shall be held in Puerto Rico in order to 
enable the qualified voters of the Commonwealth of Puerto Rico to vote for admis- 
sion of Puerto Rico into the Union in accordance with title II of this Act. 

Sec. 102. The returns of the referendum held under this title shall be made to 
the Governor of Puerto Rico, who shall cause them to be canvassed in the manner 
provided by law for the canvass of votes cast in general elections in the Common- 
wealth of Puerto Rico. if a majority of the qualified voters voting in a referendum 
under this title vote in favor of admission into the Union, the Governor shall 
certify to the Preside:t of the United States of the decision of the people of Puerto 
Rico, and title II of this Act shall take effect on the day following the date of such 
certification. 

Sec. 103. The election laws of the Commonwealth of Puerto Rico shall apply 
to the referendum held under this title, except insofar as they conflict with this 
title. The Governor of Puerto Rico shall prescribe such regulations governing 
the conduct of the referendum under this title as may be necessary to supplement 
such laws in order to carry out this section. 
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TITLE II—STATEHOOD 


Sec. 201. (a) If this title takes effect as provided in section 102, it may be cited 
as the ‘Puerto Rico Statehood Act’’. 

(b) The inhabitants of all that part of the United States now constituting the 
Commonwealth of Puerto Rico, as at present described, may become the State of 
Puerto Rico, as hereinafter provided. 

Sec. 202. (a) All citizens of the United States who are qualified to vote for 
representatives of the Legislative Assembly of the Commonwealth of Puerto Rico 
are hereby authorized to vote for and choose delegates, having the same qualifica- 
tions, to form a constitutional convention in Puerto Rico. The convention shall 
pre ae of one delegate from each of the representative districts and four ¢ zlegates 
at large. 

(b) The Governor of Puerto Rico shall, within thirty days after the effective 
date of this title, issue a proclamation ordering an election of such delegates to be 
held at a time designated in the proclamation within eight months after the 
effective date of this title, and providing also for a preceding primary election and 
for filings by independent or nonparty candidates, which proclamation shall be 
issued at least two months prior to the time of holding said primary election and 
four months before the date of election of such delegates. The nomination, 
filing, and election of such delegates shall be conducted, the returns made, the 
results ascertained, and the certificates of persons elected to such convention 
issued in the same manner, as nearly as is practicable as is prescribed by the laws 
regulating nominations and elections of members of the Legislative Assembly of 
the Commonwealth of Puerto Rico. 

Sec. 203. (a) The delegates to the convention so elected shall meet at San Juan, 
Puerto Rico, on the first Tuesday following the thirtieth day after their election, 
unless that date should occur during a session of the Legislative Assembly of the 
Commonwealth of Puerto Rico, in which event the constitutional convention shall 
convene on the first Tuesday following adjournment of the legislative session. 
After organization, the delegates thereto shall declare on behalf of the people of 
the proposed State that they adopt the Constitution of the United States, where- 
upon the — convention shall form a constitution and State government for the 

ro tate. 

(b) The constitution shall be republican in form, shall make no distinction in 
civil or political rights on account of race or color, shall not be repugnant to the 
Constitution of the United States and the principles of the Declaration of Inde- 
pendence. Said convention shall provide in said constitution: 

First. That perfect freedom of religious worship shall be secured, and that no 
inhabitant of said State shall ever be molested in person or property on account 
of his mode of religious worship. 

Second. That said State and its people do agree and declare that they forever 
disclaim all right and title to any lands or other property not granted or confirmed 
to the State or its political subdivisions by or under the authority of this title, 
the right or title to which is held by the United States or is subject to disposition 
to by the United States; that all such lands or other property, belonging to the 
United States, shall be and remain under the absolute jurisdiction and control 
of the United States until disposed of under its authority, eopept to such extent 
as the Congress has prescribed or may hereafter prescribe; and that no taxes shall 
be imposed by said State upon any lands or other property now owned or hereafter 
acquired by the United States, except to such extent as the Congress has prescribed 
or may hereafter prescribe. 

Third. That authority is granted to and acknowledged in the United States 
for the exercise by the Congress of the United States of the power of exclusive 
legislation as provided by article 1, section 8, clause 17, of the Constitution of 
the United States in all cases whatsoever over such tracts or parcels of land as 
are now owned by the United States and held for military, air, naval, or coast 
guard purposes, whether reserved or acquired by — condemnation, dona- 
tion, or exchange; saving, however, to the State of Puerto Rico the right to serve 
civil or criminal process within the limits of the aforesaid reservations in suits or 
prosecutions for or on account of rights acquired, obligations incurred, or crimes 
committed in said State, but outside of said reservation; and the legislative as- 
sembly is authorized and directed to enact any law necessary and proper to give 
effect to this article. 

Fourth. That the debts and liabilities of the Commonwealth of Puerto Rico 
shall be assumed and paid by said State and all debts owed to the Commonwealth 
of Puerto Rico shall be collected by said State. 
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Fifth. That provisions shall be made for the establishment and maintenance of 
a system of public schools, which shall be open to «ll children of said State and 
free from sectarian control. 

Sixth. That all provisions of this Act reserving rights or powers to the United 
States, as well as those prescribing the terms or conditions of the grants of lands 
or other property herein made to said State, are consented to fully by said State 
and its people. 

Seventh. That the lands and other property belonging to the citizens of the 
United States residing without said State shall never be taxed at a higher rate 
than the lands and other property belonging to residents thereof. 

Src. 204. The State of Puerto Rico and its political subdivisions, respectively, 
shall have and retain title to all property, real and personal, title to which is in 
Puerto Rico or any of the subdivisions, and is herey granted title to all property, 
real and personal, that is now under the control of the government of the Com- 
monwealth of Puerto Rico. Except as provided in the preceding sentence, the 
United States shall retain title to all property, real and personal, to which it has. 
title, including public lands. 

Sec. 205. (a) After a constitution and State government have been formed in 
compliance with the provisions of this title, the convention forming the same shall 
provide by ordinance for submitting said constitution, for ratification or rejection, 
to the people of said proposed State at an election to be held at a date to be fixed 
7 said convention, which shall be not more than one hundred days from the date 
of its adjournment, at which election the etizens of said proposed State who are 
qualified to vote for members of the Legislative Assembly of the Commonwealth 
of Puerto Rico shall vote directly for or against the proposed constitution. The- 
returns of said election shall be made to the Governor of Puerto Rico, who shall 
cause the same to be canvassed in the manner provided by law for the canvass of 
votes cast in general elections in the Commonwealth of Puerto Rico. Ifa majority 
of the legal votes cast at said election shall reject the constitution, the Governor of 
Puerto Rico shall, by proclamation, order the constitutional convention to re- 
assemble at a date not later than forty days after the votes have been canvassed 
as herein provided, and thereafter a new constitution may be formed by such con- 
vention and the same proceedings shall be taken in regard thereto in like manner as 
if said constitution were being originally prepared for submission and submitted to 
the people: Provided, That not more than two elections shall be held under the 
authority of this subsection. 

(b) When said constitution shall have been duly ratified by the people of 
Puerto Rico, as aforesaid, by a majority of the legal votes cast at an election 
held pursuant to this section, the Governor of Puerto Rico shall certify the result 
to the President of the United States, together with a statement of the votes cast 
thereon and upon separate articles and propositions, together with a copy of said 
constitution, articles, propositions, and ordinances. 

(ec) If the constitution and government of said proposed State are republican 
in form, and if all the provisions of this title have been complied with in the forma-- 
tion thereof, it shall be the duty of the President to certify said facts to the Gov- 
ernor of Puerto Rico, who shall within thirty days after receipt of such notifica- 
tion from the President issue a proclamation for the election of all State and other: 
officers provided for in said constitution, including members of the State legis- 
lature, said election to take place, not earlier than two months nor later than six 
months after the date of issuance of said proclamation by the Governor. 

Sec. 206. (a) The constitutional convention shall by ordinance provide that 
in case of ratification of the constitution by the people and in case the President 
approves the same, an election shall be held at the time named in the proclama- 
tion of the Governor of Puerto Rico hereinbefore provided, at which election 
officers for a full State government, including a Governor, members of the State 
legislature, one Representative to be elected at large, and two Senators in the 
Congress of the United States to be elected at large from said State, and such 
other officers as the constitution shall prescribe, shall be chosen by the qualified 
voters of Puerto Rico. No identification or designation of either of the two 
senatorial offices, however, shall refer to or be taken to refer to the term of that 
office, nor shall any such identification or designation in any way impair the 
privilege of the Senate to determine the class to which each of the Senators 
elected shall be assigned. Unless the constitutional convention shall by ordinance 
otherwise provide, such election, and an antecedent primary election, shall be 
held, and the returns thereof made, canvassed, and certified by the canvassing 
board, in the same manner, as nearly as practicable, as is now prescribed by law 
for the nomination, filing, and election, and canvass and certification of election 
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of members of the Legislative Assembly of the Commonwealth of Puerto Rico. 
When such State and other officers and members of the State legislature and the 
Representative and Senators in the Congress of the United States shall be so 
elected and the returns thereof made, canvassed, and certified as herein provided, 
the Governor of Puerto Rico shall certify the result of said election to the Presi- 
dent of the United States, who shall thereupon immediately issue his proclama- 
tion announcing the result of said election so ascertained, and upon the issuance 
of said proclamation by the President of the United States the State of Puerto 
Rico shall be deemed admitted by Congress into the Union by virtue of this title, 
on an equal footing with each of the other States of the Union, and the Represen- 
tative and Senators from said State in the Congress of the United States so 
elected and certified shall thereupon be entitled to seats in the House of Rep- 
resentatives and Senate of the United States and to all of the rights and privileges 
of Representatives and Senators therein. Until the issuance of said proclamation 
~ the President of the United States and until said State is so admitted into the 

nion and said officers are elected and qualified under the provisions of the 
Constitution, all of the officers of the Commonwealth of Puerto Rico, including 
the Resident Commissioner, shall continue to discharge the duties of said respec- 
tive offices in and for the Commonwealth of Puerto Rico. 

(b) Upon admission of Puerto Rico as a State as herein provided, and upon 
election and qualification of the officers of the State government formed in pur- 
suance of and in accordance with the provisions of said constitution, said officers 
shall forthwith proceed to exercise all of the duties and functions of their respective 
offices; and all of the laws of the Commonwealth of Puerto Rico in force therein 
at the time of admission of said State into the Union shall be and continue in full 
force and effect throughout said State except as modified or changed by this title, 
or by the constitution of the State, or as thereafter modified or changed by the 
legislature of the State. All of the laws of the United States shall have the same 
force and effect within said State as elsewhere within the United States. 

(c) The State of Puerto Rico, upon its admission into the Union, shall be en- 
titled to one Representative until the taking effect of the next reapportionment, 
and such Representative shall be in addition to the membership of the House of 
Representatives as now prescribed by law. Such temporary increase in the 
membership shall not operate to either increase or decrease the permanent mem- 
bership of the House of Rescemntatives as prescribed in the Act of August 8, 1911 
(37 Stat. 13), nor shall such temporary increase affect the basis of apportionment 
established by the Act of November 15, 1941 (55 Stat. 761; 2 U.S.C. 2a), for the 
Eighty-third Congress and each Congress thereafter. 

Ec. 207. The sum of $100,000, or so much thereof as may be ne , is 
hereby authorized to be appropriated, out of any money in the Treasury of the 
United States not otherwise - are for defraying the expenses of the 
elections provided for in this title and of the convention, and for the payment of 
the members and officers and employees thereof under the same rules and regula- 
tions and at the same rates as are provided in the case of members of the Legislative 
Assembly of the Commonwealth of Puerto Rico, and the disbursements of money 
appropriated by this section shall be made by the Treasurer of Puerto Rico. 

nc. 208. Effective upon the admission of the State of Puerto into the Union— 

(1) the State of Puerto Rico shall constitute a judicial district within the 
first judicial circuit, to be known as the District of Puerto Rico; 

(2) the United States District Court for the District of Puerto Rico 
established by and existing under title 28 of the United States Code shall 
thenceforth be a court of the United States with judicial power derived from 
article III, section 1, of the Constitution of the United States: Provided, 
however, That the term of office of the district judge for the District of 
Puerto Rico then in office shall terminate upon the effective date of this 
section and the President, pursuant to sections 133 and 134 of title 28, 
United States Code, as amended by this title, shall ay a by and with 
the advice and consent of the Senate, a district judge for the said district 
who shall hold office during good behavior; and 

(3) the first sentence of subsection (a) of section 134 of title 28, United 
States Code, is amended by striking out “and, except in Puerto Rico,’”’ and 
the second sentence of such subsection (a) is hereby repealed. 

Pi sn 209. Effective upon the admission of the State of Puerto Rico into the 
nion— 

(1) the second paragraph of section 451 of title 28, United States Code, 
is amended by striking out the words “including the United States District 
for the District of Puerto Rico,”’. 
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Sec, 210. (a) No writ, action, indictment, cause, or proceeding pending in any 
court of the Commonwealth of Puerto Rico, or in the United States District Court 
for the District of Puerto Rico, shall abate by reason of the admission of said 
State into the Union, but the same shall be transferred to and proceeded with in 
such appropriate State courts as shall be established under the constitution to be 
thus formed, or shall continue in the United States District Court for the District 
of Puerto Rico, as the nature of the case may require. And no writ, action, 
indictment, cause, or proceeding shall abate by reason of any change in the 
courts, but shall be proceeded with in the State or United States courts according 
to the laws thereof, respectively. And the appropriate State courts shall be the 
successors of the courts of the Commonwealth of Puerto Rico as to all cases 
arising within the limits embraced within the jurisdiction of such courts, respe- 
tively, with full power to proceed with the same, and award means or final procesg 
therein, and all the files, records, indictments, and proceedings relating to any 
such writ, action, indictment, cause, or proceeding shall be transferred to such 
appropriate State courts, and the same shall be proceeded with therein in due 
course of law. 

(b) All civil causes of action and all criminal offenses which shall have arisen 
or been committed prior to the admission of said State, but as to which no writ, 
action, indictment, or proceeding shall be pending at the date of such admission 
shall be subject to prosecution in the appropriate State courts or in the United 
States District Court for the District of Puerto Rico in like manner, to the same 
extent, and with like right of appellate review, as if said State had been created 
and said State Courts had been established prior to the accrual of such causes of 
action or the commission of such offenses. The admission of said State shall 
effect no change in the substantive or criminal law governing such causes of action 
and criminal offenses which shall have arisen or been committed; and such of said 
criminal offenses as shall have been committed against the laws of the Common- 
wealth of Puerto Rico shall be tried and punished by the appropriate courts of 
said State, and such as shall have been committed against the laws of the United 
States shall be tried and punished in the United States District Court for the 
District of Puerto Rico. 

Sc. 211. Parties shall have the same rights of ap from and appellate 
review of final decisions of the United States District Court for the District of 
Puerto Rico or the Supreme Court of Puerto Rico in any case finally decided 
| sioal to admission of said State into the Union, whether or not an appeal there- 
rom shall have been perfected prior to such admission, and the United States 
Court of Hpreae for the First Circuit and the Supreme Court of the United 
States shall have the same jurisdiction therein, as by law provided prior to admis- 
sion of said State into the Union, and any mandate issued subsequent to the 
admission of said State shall be to the United States District Court for the Dis- 
trict of Puerto Rico or a court of the State, as may be appropriate. Parties 
shall have the same rights of appeal from and appellate review of all orders, 
ee and decrees of the United States District Court for the District of 

uerto Rico, and of the State court which is the successor to the Supreme Court 
of Puerto Rico, in any case pending at the time of admission of said State into 
the Union, and the United States Court of Appeals for the First Circuit and the 
Supreme Court of the United States shall have the same jurisdiction therein, as 
by law provided in any case arising subsequent to the admission of said State 
into the Union. 
A> a (a) Effective upon the admission of the State of Puerto Rico into 
the Union— 
(1) the first paragraph of section 1252 of title 28, United States Code, is 
amended by striking out ‘‘and any court of record of Puerto Rico’; 
(2) section 1293 of title 28 of the United States Code is hereby repealed, 
and the analysis of chapter 83 of such title 28 is amended by striking out 


1293. Final decisions of Puerto Rico and Hawaii Supreme Courts.’’; 


(3) section 1294 of title 28 of the United States Code is amended by striking 
out paragraph (4) and by renumbering paragraph (5) accordingly; 

(4) the first paragraph of section 373 of title 28, United States Code, is 
amended by striking out “United States District Court for the District of 
Puerto Rico,”’; 

(5) section 3771 of title 18 of the United States Code is amended by striking 
out “in the Supreme Court of Puerto Rico,”’; 

(6) section 3772 of title 18 of the United States Code is amended by striking 
out “in the Supreme Court of Puerto Rico,’’. 
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) The amendment made by paragraph (4) of subsection (a) of this section 
shall not affect the rights of any judge or justice who may have retired before the 
effective date of this section. 

Sec. 213. All laws of the Commonwealth of Puerto Rico in force therein at the 
time of its admission into the Union shall continue in force in the State of Puerto 
Rico, except as modified or changed by this title or by the constitution of the 
State, and shall be subject to repeal or amendment by the Legislature of the 
State of Puerto Rico; and the laws of the United States shall have the same force 
and effect within the said State as elsewhere within the United States. 

Sec. 214. The first paragraph of section 2 of the Federal Reserve Act, as 
amended (38 Stat. 252), is amended by striking out the last two sentences thereof 
and inserting in lieu thereof the following: ‘““‘When any State is admitted to the 
Union, the Federal Reserve districts shall be readjusted by the Board of Governors 
of the Federal Reserve System in such manner as to include such State. Every 
national bank in any State shall, upon commencing business or within ninety 
days after admission into the Union of the State in which it is located, become a 
member bank of the Federal Reserve System by subscribing and paying for stock 
in the Federal Reserve bank of its district in accordance with the provisions of 
this Act, and shall thereupon be an insured bank under the Federal Deposit 
Insurance Act, and failure to do so shall subject such bank to the penalty provided 
by the sixth —_ h of this section.” 

Sec. 215. (a) othing contained in this Act shall be construed as depriving the 
Federal Maritime Board of the exclusive jurisdiction heretofore conferred on it 
over common carriers engaged in transportation by water between any port in 
the State of Puerto Rico and other ports in the United States, or possessions, or 
as conferring on the Interstate Commerce Commission jurisdiction over trans- 
portation by water between any such ports. 

(b) Effective on the admission of the State of Puerto Rico into the Union— 

(1) the first sentence of section 506 of the Merchant Marine Act, 1936, 
as amended (46 U.S.C. 1156), is amended by inserting before the words “an 
island possession or island territory”, the words “the State of Puerto Rico, 


or’’; 
@) section 605(a) of the Merchant Marine Act, 1936, as amended (46 
U.S.C. 1175), is amended by inserting before the words “an island possession 
or island territory”, the words ‘the State of Puerto Rico, or’; and 
(3) the second Ste h of section 714 of the Merchant Marine Act, 1936, 
as amended (46 U.S.C. 1204), is amended by inserting before the words ‘‘an 
island possession or island territory” the words ‘‘the State of Puerto Rico, 


or’. 
Sec. 216. (a) Section 101 (a) (36) of the Immigration and Nationality Act 
sy Stat. 170; 8 U.S.C. 1101 (a) (36)) is amended by deleting the words ‘‘ Puerto 
co,”’. 

(b) Section 212 (d) (7) of the Immigration and Nationality Act (66 Stat. 188; 
U.S.C. 1182 (d) (7)) is amended by deleting from the first sentence thereof the 
words “‘ Puerto Rico,”’. 

(c) The first sentence of section 310(a) of the Immigration and Nationality 
Act, as amended (66 Stat. 239; 8 U.S.C. 1421(a)), is further amended by deleting 
the words for Puerto Rico’. 

(d) Nothing contained in this Act shall be held to repeal, amend, or modify the 
roa pS ma 302 of the Immigration and Nationality Act (66 Stat. 237; 

Sec. 217. Nothing contained in this Act shall operate to confer United States 
nationality, nor to terminate nationality heretofore lawfully acquired, or restore 
nationality heretofore lost under any law of the United States or under any treaty 
to which the United States is or was a party. 

Sec. 218. If any provision of this Act, or any section, subsection, sentence, 
clause, phrase, or individual word, or the application thereof in any circumstance 
is held invalid, the validity of the remainder of the Act and of the application of 
any such aie mine. section, subsection, sentence, clause, phrase, or individual 
word in other circumstances shall not be affected thereby. 

Sec. 219. All Acts or parts of Acts in conflict with the provisions of this Act, 
whether passed by the Legislative Assembly of Puerto Rico or by Congress, are 
hereby repealed. 
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6 DEPARTMENT OF STATE, 
Washixrgton, October 7, 1959. 
Hon. Wayne N. ASPINALL, 


Chairman, Committee on Interior and Insular Affairs, House of Representatives. 


Dear Mr. CuarrMan: The Department of State has studied title I of the bill 
H.R. 7003, to provide for a referendum in Puerto Rico on the admission of Puerto 
Rico into the Union as a State, and to establish the procedure for such admission 
if the people of Puerto Rico desire it. Title II of the bill has to do with the 
apc which would follow if the majority of the qualified voters of Puerto 

ico voted in favor of admission of Puerto Rico into the Union. A report on 
title IT will be submitted at the appropriate time. 

The Department of State doubts the advisability of providing for a referendum 
as indicated in this bill. From the point of view of the foreign relations of vhe 
United States, such action could be interpreted as imposing the requirement of a 
referendum upon the Commonwealth of Puerto Rico and made the subject of 
adverse propaganda abroad. 

On the other hand, should the Commonwealth of Puerto Rico decide on its 
own initiative to conduct such a referendum, there would be no reason to object 
from the standpoint of our foreign relations. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
B. Macompser, Jr., 
Assistant Secretary 
(For the Secretary of State). 


OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, October 29, 1959. 
Hon. Warne N. ASPINALL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


My Dear Mr. CuarrMan: Reference is made to your request for the views of 
this Department on H.R. 7003, to provide for a referendum in Puerto Rico on 
the admission of Puerto Rico into the Union as a State, and to establish the 
procedure for such admission if the people of Puerto Rico desire it. 

The proposed legislation would provide for a referendum in Puerto Rico to 
determine whether the qualified voters of the Commonwealth wish to be admitted 
into the Union as a State and would establish a procedure for such admission if 
that is the wish of the people of Puerto Rico. 

The Treasury Department takes no position on the advisability of conducting 
the referendum since that is a matter of policy to be determined by the Congress. 
Should the Commonwealth of Puerto Rico ultimately become a State, a study will 
need to be made to determine what technical changes will be required in the 
Federal statutes administered by this Department relating to Puerto Rico in light 
of its admission as a State. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee. 

Very truly yours, 
Frep C. Scrisner, Jr., 
Acting Secretary of the Treasury. 


(H.J. Res, 155, 86th Cong., 1st sess.] 
JOINT RESOLUTION To provide for omending section 3 of the Puerto Rican Federal Relations Act 
(64 Stat. 453) 


Whereas the Commonwealth of Puerto Rico by joint resolution of its legislative 
assembly, has requested the Congress of the United States to take such action as 
may be appropriate to amend section 3 of the Puerto Rican Federal Relations 
Act to the end that certain provisions thereof be deleted therefrom, said deletion 
to take effect upon the qualified electors of Puerto Rico having voted in a referen- 
dum pursuant to section 1 of article VII of the constitution of the Commonwealth 
to include provisions in the Commonwealth constitution in lieu of the pertinent 
provisions of section 3 of the Puerto Rican Federal Relations Act limiting the 
debt-incurring capacity of the Commonwealth and of its municipalities; and 
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Whereas the Commonwealth of Puerto Rico is a self-governing body politic, 
created under a constitution adopted by the people of Puerto Rico, themselves, in 
accordance with the terms of compact embodied in Public Law 600, Eighty-first 
Congress, and it is appropriate that the debt-incurring capacity of the Bae 
wealth of Puerto Rico and its municipalities be determined by the constitution 
of the Commonwealth of Puerto Rico, instead of the Puerto Rican Federal 
Relations Act: Now, therefore, be it 

Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That section 3 of the Puerto Rican Federal Relations Act 

64 Stat. 453) is amended by deleting therefrom the following language: ‘‘ Provided, 
er, That no public indebtedness of Puerto Rico and the municipalities of 
San Juan, Ponce, cibo, Rio Piedras, and Mayagiiez shall be allowed in excess 
of 10 per centum of the aggregate tax valuation of its property, and no public 
indebtedness of any other subdivision or municipality of Puerto Rico shall hereafter 
be allowed in excess of 5 per centum of the a gate tax valuation of the property 
in any such subdivision or municipality. In computing the indebtedness of the 
people of Puerto Rico, municipal bonds for the payment of interest and principal 
of which the good faith of the people of Puerto Rico has heretofore been pledged 
and bonds issued by the people of Puerto Rico secured by bonds to an equivalent. 
amount of bonds of municipal corporations or school boards of Puerto Rico shall 
not be counted, but all bonds hereafter issued by any municipality or subdivision 
within the 5 per centum hereby authorized for which the good faith of the people 
of Puerto Rico is pledged shall be counted”’. 

Sec. 2. Section 1 of this Act shall take effect upon a majority of the qualified 
electors of Puerto Rico having voted in a referendum pursuant to section 1 of 
article VII of the constitution of the Commonwealth of Puerto Rico, to include 
provisions in the Commonwealth constitution, in lieu of the provisions of section 3. 
of the Puerto Rican Federal Relations Act specified herein, limiting the debt- 
incurring capacity of the Commonwealth and of its municipalities (as proposed in 
the concurrent resolution of the legislative assembly of the Commonwealth). 


U.S. DeparTMENT oF THE INTERIOR, 
ICE OF THE SECRETARY, 


Washington, D.C., August 26, 1959. 
Hon. Warne N. AsPIN 


ALL, 
hairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Aspinaty: Your committee has requested a report on House Joint 
Resolution 155, a joint resolution to provide for amending section 3 of the Puerto 
Rican Federal Relations Act (64 Stat. 453). 

The bill pro the deletion of Puerto Rican debt limitations from section 3 
of the Puerto Rican Federal Relations Act, effective upon the inclusion of debt 
limitations in the Commonwealth constitution, after approval by qualified electors 
voting in a referendum pursuant to section 1 of article VII of the constitution of 
the Commonwealth. 

_ No objection is interposed to the enactment of the bill. 

In the existing framework of governmental relationships, Puerto Rico has been 
given relatively full control over its internal affairs. This status is defined most 
completely by the ‘‘Puerto Rican Federal Relations Act,’’ which states that it 
recognizes “the principle of government by consent.”” By that act the ecg of 
Puerto Rico were permit to draft and adopt a constitution for their own 
government within the broad limits set forth by Conenee, and thereby to select 
their own Governor and other government officials, and to chart their own policies. 

Certain restraints were still imposed by the act aforementioned upon the freedom 
of action of the Puerto Rican Government and people, among them being a limita- 
tion on the amount of bonded indebtedness which might be incurred by the 
Commonwealth and its subordinate governmental units. It is this limitation 
(contained in sec. 745 of title 48 of the United States Code) which would be 
removed by section 1 of House Joint Resolution 155. In place of that limitation, 
House Joint Resolution 155 proposes that the debt limits for the Commonwealth 
and its subordinate bodies be set by amendment to the Commonwealth constitu- 
tion, as ratified by the Puerto Rican electorate. 

The present debt limit on the Commonwealth is 10 percent of the tax valuation 
of all property. On the subordinate bodies, it is 10 percent for five major cities 
which are named in the law; 5 percent on the others. 

The Commonwealth believes that an increase in debt limits is necessary to per- 
mit the carrying forward of its planned program of capital improvements, par- 
ticularly in the fields of education and highways. The Commonwealth has to 
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date followed generally conservative practices in its financing; for the past fiscal 
year, assessed valuation was $1,575,437,130, while gross bonded debt of the Com- 
monwealth as of last June 30 (1958) was only $76,636,000, which was less than 5 
percent of total assessments. However, the Commonwealth is experiencing a 
rapid increase in requirements for educational facilities, plus a greatly increased 
need for a modern highway system, to keep pace with the progress of industriali- 
zation. The plann gg sts of capital improvements in these two fields are 
expected to exhaust the present 10 percent debt ceiling by 1961. Unless the 
ceiling is raised before that time, these programs to meet the most basic social 
and economic needs of the Commonwealth would have to be cut back sharply. 

The debt limits which would be set by the proposed amendment to the om 
monwealth constitution would be higher than in certain of the States, but not 
more than the debt already reached by other States, particularly if the debt of 
subordinate governmental bodies is taken into account. Puerto Rico’s present 
per capita debt is less than $28, whereas in some of the States the State debt is 
well in excess of $100 per capita. Furthermore, some States permit the incur- 
ring of overlapping debt, by State, county, city, school district, and perhaps other 
local governmental bodies. Thus, in some States it is possible for four or five 
different levels of government to incur debts resting ultimately on the same tax- 
able real property. This is not so in Puerto Rico. In Puerto Rico, only two 
levels of government, the Commonwealth itself and the municipalities, may incur 
debt resting on the same taxable assessed promensy 

As previously stated, Puerto Rico has heretofore been given generous powers 
over its own internal affairs. Under these circumstances it is not believed that 
an objection should be raised to this — permitting the people of the Com- 
monwealth to determine their own debt limits, since it is their credit to be estab- 
lished and not that .’ the United States, and since they will be responsible for the 
payment of their debts with interest. The propriety of such limits as may be set 
is a matter of primary interest to the Commonwealth, and for the prospective 
ievashons, upon whom the Commonwealth will rely to purchase the interest bear- 

nds, 
he Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 
Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


ExEcuTIvE OFrFricE OF THE PRESIDENT, 
BuREAU OF THE BUDGET 


Washington, D.C., August 25, 1959. 
Hon. Warne N. ASPINALL, 


Chairman, House Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Bureau of the Budget on House Joint Resolution 155, a bill to provide for 
amending section 3 of the Puerto Rican Federal Relations Act (64 Stat. 453). 

The purpose of the resolution is to delete the debt limitation provisions of the 
Puerto Rican Federal Relations Act, contingent upon the inclusion of debt 
limitations in the Commonwealth constitution by means of a referendum. 

The Bureau of the Budget would have no objection to the enactment of House 

incerely yours, 
me 8. Hucuss, 
Assistant Director for Legislative Referenre. 

On September 12, 1959, just prior to the recess of the Ist session of 
the 86th Congress, Resident-Commissioner Ferndés-Isern introduced 
H.R. 9234. Departmental raparse were requested but as of the date 
of this printing only one had been received. The text of the bill and 
-of the report follow: 

(H.R. 9234, 86th Cong., Ist sess.] 


A BILL To provide for to the Between the of Ries snd the Unieed 


Whereas under the terms of Public Law 600, Eighty-first Congress, the Con- 
_gress of the United States and the people of Puerto Rico entered into a compact 
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which, fully recognizing the principle of government by consent, provided for the 
organization of a government by the people of Puerto Rico pursuant to a constitu- 
tion of their own adoption, and which specified in the Puerto Rican Federal Rela- 
tions Act the terms of their association with the United States; and 
Whereas the people of Puerto Rico, on July 25, 1952, created the Common- 
wealth of Puerto Rico within the terms of said compact, pursuant to a constitution 
of their own adoption, which constitution was approved by the Congress in Public 
Law 447, Eighty-second Congress; and 
Whereas, pursuant to the terms of said compact, the Commonwealth of Puerto 
Rico is associated with the Federal Union on the basis of common citizenship 
common defense and foreign affairs, a common market, a common currency, and 
a common dedication to the fundamental principles of democracy incorporated 
in the Constitution of the United States and safeguarded by the Federal as well 
as the local judicial system; and 
Whereas the Legislative Assembly of the Commonwealth of Puerto Rico has 
oposed amendments to the compact, subject to ratification by the people of 
uerto Rico, in order to eliminate therefrom certain inappropriate provisions and 
to clarify, develop, and perfect its terms so as better to achieve fulfillment of its 


: Therefore 
Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the compact between the United States and 
the people of Puerto Rico is hereby amended by deleting section 4 of Public Law 
600, Eighty-first Congress, and by substituting in lieu thereof the following 


language: 

‘Spe 4. The relationships of the Commonwealth of Puerto Rico with the United 
States shall be subject to the following provisions, which shall be known and 
cited as the ‘Articles of Permanent Association of the Commonwealth of Puerto 
Rico with the United States.’ 

“Article I 


“The Commonwealth of Puerto Rico comprises the island of that name and its 
waters and all the islands and waters of these islands in the West Indies, adjacent 
to the island of Puerto Rico, lying east of the 74th Meridian of longitude west of 
Greenwich, which are referred to in Article II of the treaty between the United 
States and the Kingdom of Spain, entered into on the 10th day of December 1898. 


“ARTICLE II 


“(a) The rights, privileges and immunities of citizens of the United States shall 
be respected in Puerto Rico to the same extent as if the Commonwealth of Puerto 
Rico were a State of the Union and subject to the provisions of the second sentence 
of Section 1 of Amendment XIV of the Constitution of the United States, and the 
rights, privileges and immunities of citizens of the several states shall be respected 
in Puerto Rico to the same extent as if the Commonwealth of Puerto Rico were 
a State of the Union and subject to the provisions of paragraph 1 of Section 2 of 
Article IV of the Constitution of the United States. 

“‘(b) Full faith and credit shall be given in the Commonwealth of Puerto Rico 
to the public acts, records, and judicial proceedings of the several States of the 
Union, the District of Columbia, and the Territories and Possessions of the 
United States, and full faith and credit shall be given in each State, the District of 
Columbia, and the Territories and Possessions of the United States, to the public 
acts, records, and judicial proceedings of the Commonwealth of Puerto Rico. 
The laws of Congress prescribing the manner in which such acts, records, and 

roceedings shall be proved, and the effect thereof, applicable to the States of the 
nion, shall be applicable in the case of the Commonwealth of Puerto Rico. 

“‘(c) A person charged in any State, Territory or Possession of the United 
States, or the District of Columbia, with treason, felony or other crime, who 
shall flee from justice and be found in Puerto Rico shall, on demand of the executive 
authority of the State, Territory or Possession, or the District of Columbia, from 
which he fled, be delivered up to be removed to the State, Territory or Possession 
or the District of Columbia, having jurisdiction of the crime, and a person charg 
in the Commonwealth of Puerto Rico with treason, felony or other crime, who 
shall flee from justice and be found in a State, Territory or Possession, or the 
District of Columbia, on demand of the executive authority of the Commonwealth 
of Puerto Rico, shall be delivered up to be removed thereto. 
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“ARTICLE IIT 


“(a) All obligations issued by the United States, or by its authority, or by 
any State, Territory or Possession of the United States, or by any county, munici- 

ity or other municipal subdivision of any State, Territory or Possession of the 
Tnited States, or by the District of Columbia, or by the authority of any of them, 
shall be exempt from taxation by the Commonwealth of Puerto Rico. 

“(b) All obligations issued by the Commonwealth of Puerto Rico, or by its. 
authority, shall be exempt from taxation by the Government of the United 
States, or by the Government of Puerto Rico or by any political or municipal 
subdivision thereof, or by any State, Territory or Possession of the United States, 
or by any county, engeg, yd or other municipal subdivision of any State, 
Territory or Possession, or by the District of Columbia. 

“‘(c) In the exercise of its power to levy internal revenue taxes, the Common- 
wealth of Puerto Rico shall make no discrimination between articles imported 
from the United States or foreign countries and similar articles produced or manu- 
factured in Puerto Rico. Upon request of the Commonwealth of Puerto Rico, 
the officials of the Customs and Postal Services of the United States shall assist 
the Commonwealth government in the collection of internal revenue taxes. 

““(d) Articles of merchandise of Puerto Rican manufacture coming into the 
United States and withdrawn for consumption or sale shall be subject to taxation 
in Puerto Rico under the internal revenue laws of the Commonwealth of Puerto 
Rico at a rate not higher than the rate on like articles produced for use or consump- 
tion in Puerto Rico, and, in addition thereto, they shall be subject to payment to 
the United States of a compensatory tax to be covered into the Treasury of the 
United States in an amount equal to the difference between the internal revenue 
tax imposed thereon under the laws of the Commonwealth of Puerto Rico and an 
amount equal to the internal revenue tax imposed in the United States on like 
articles of domestic manufacture at the point of manufacture or production. 

“(e) The income tax laws of the United States shall apply in Puerto Rico upon 
the incomes of residents of Puerto Rico derived from sources outside of Puerto 
Rico, including federal salaries, but income tax payments to the Commonwealth of 
Puerto Rico on incomes from federal salaries s be credited against federal 
income tax. 

““(f) The social i laws of the United States specifically made applicable 
to Puerto Rico and taxes levied with respect thereto shall have full force and effect 
n Puerto Rico. 

““(g) Except as provided in subsections (d), (e), and (f) of this Article, the 
internal revenue laws of the United States shall have no force and effect in Puerto 


ico. 
““(h ) No export duties shall be levied or collected on exports from Puerto Rico. 


“ARTICLE IV 


“‘(a) All merchandise and articles coming into the United States from Puerto 
Rico and coming into Puerto Rico from the United States shall be entered at the 
several ports of entry free of duty, and free of quantitative restrictions other than 
those heretofore imposed and now applicable or that could be placed on commerce 
if Puerto Rico were a State of the Union and subject to the provisions of Section 
8 of Article I of the Constitution of the United States. 

“Provided, however, that foreign products imported into Puerto Rico subject to 
lower duty than like products are subject to if imported into the United States, 
and products manufactured in Puerto Rico which contain foreign materials to a 
value of more than 20 per centum of their total value, if such foreign materials 
are subject at the port of entry in Puerto Rico to a duty lower than the duty to 
which like products are subject when imported into the United States, shall be 
subject in Puerto Rico before shipment to the United States to a tax equal to the 
difference between the paid duty and the rate of duty to which like products are 
subject in the United States. 

“‘(b) All articles imported into Puerto Rico from ports other than those of the 
United States shall be free from quantitative restrictions other than those that 
could be placed on such commerce if Puerto Rico were a State of the Union and 
subject to the provisions of Section 8 of Article I of the Constitution of the United 
States, and the tariffs, customs and duties levied, collected and paid upon all such 
articles shall be the same as those required by law to be collected upon articles 
imported into the United States from foreign countries, except as modified by a 
trade or commercial agreement, or special provisions in such agreements negotiated 
by the President under Article IV (f), or as Congress may provide at the request 
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of the Commonwealth of Puerto Rico: Provided, however, That on all coffee brought 
into Puerto Rico, there shall be levied and collected a duty in such amount as 
may be fixed by the Commonwealth of Puerto Rico, any law or part of law to the 
contrar 

*(¢) e Secretary of the phir of the United States shall designate the 
several ports and subports of entry in Puerto Rico and shall make such rules 
and regulations and incur such expenses as may be necessary to collect the duties 
levied, collected and paid in Puerto Rico as herein provided, and the Secretary of 
the Treasury or his delegate shall appoint and fix the compensation and provide 
for the payment of all such officers, agents, and assistants as the Secretary of the 
Ree or his delegate may find necessary to employ to carry out the provisions 


“‘ Provided, however, That the positions of such officers, agents and assistants 
as the Secretary of the Treasury may find necessary to employ to carry out these 
rovisions shall be included in the classified Civil Service list under the Civil 
rvice laws of the United States and the compensation thereof shall be deter- 
mined in accordance with the provisions of such laws, except that this provision 
shall not affect any present incumbent. 

“‘(d) The proceeds of all tariffs, customs and duties levied and collected in 
Puerto Rico shall be paid into the Treasury of the Commonwealth of Puerto Rico. 

**(e) Not less than one month prior to the beginning of each fiscal year the 
Secretary of the Treasury of the Commonwealth of Puerto Rico shall advance 
out of the funds in his custody, and upon certification to the Secretary of the 
Treasury of the United States or his delegate, an amount estimated by the Secre- 
tary of the Treasury of the United States or his delegate to be necessary to defray 
the expenses necessary to collect the duties levied, collected and paid in Puerto 
Rico during such fiscal year. This advance and such additional advances as the 
Secretary of the Treasury of the United States or his delegate may certify during 
a fiscal year to be necessary for such purposes shall be deposited into the Treasury 
of the tinited States as a permanent trust fund without fiscal year limitations. 
All expenses incurred for the purpose of collecting the duties levied, collected and 
paid in Puerto Rico shall be payable from this fund. The Secretary of the Treas- 
ury of the United States or his delegate shall from time to time return to the 
Treasury of the Commonwealth of Puerto Rico such amounts as he determines 
are not required to defray such expenses. 

“(f) At the request of the Commonwealth of Puerto Rico, the President of the 
United States may, within the limits of the President’s authority under appli- 
cable Federal law, negotiate future trade and commercial agreements, or special 
provisions in such agreements, applicable to Puerto Rico, and relating to com- 
modities or articles of particular importance to the economy of Puerto Rico, and 
may exclude Puerto Rico from any future trade agreements. 


“ARTICLE V 


“(a) All citizens of Puerto Rico, as defined by Section 7 of the Act of April 12, 
1900, entitled ‘An Act temporarily to provide revenues and a civil government for 
Porto Rico, and for other purposes,’ and all persons born in Puerto Rico who 
were temporarily absent form Puerto Rico on April 11, 1899, and who thereafter 
returned and established a permanent residence in Puerto Rico, and who are not 
citizens of any foreign country, are citizens of the United States. 

“‘(b) All persons born in Puerto Rico on or after April 11, 1899, and subject to 
the jurisdiction of the United States, are citizens of the United States equally as 
if born in a State of the Union. 

“(¢) This Act shall not be construed as depriving any person of his or her 
citizenship otherwise lawfully acquired by such person, or to declare a citizen any 
sew ie who has lost his United States nationality under the treaties or !» ws of the 

nited States. 

“(d) Residence in Puerto Rico shall be equivalent to residence in a State of the 
Union for purposes of naturalization under the laws of the United States. 

“(e) Any citizen of the United States who is not otherwise a citizen of Puerto 
Rico shall be deemed to be a citizen of Puerto Rico upon establishing his residence 
in Puerto Rico, in accordance with the laws of the Commonwealth of Puerto Rico. 

““(f) No person born in Puerto Rico shall be subject to the loss of his Umited 
States citizenship by reason of residence in a foreign country. 
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-“ArticLE VI 


“Nothing in these Articles shall be construed as prohibiting the acceptance by 
the Government of the United States of such reimbursements as the Common- 
wealth of Puerto Rico may provide for by law for expenses incurred by the Govern- 
ment of the United States in Puerto Rico in the conduct therein of federal functions 
and services, nor the delegation or transfer of functions which may be made by 
the Government of the United States to the Commonwealth of Puerto Rico 
subject to such conditions as may be prescribed by law of Congress and accepted 
by the Commonwealth of Puerto Rico: Provided, however, That in the event of 
such transfer or delegation, the rights and tenure of such federal employees as 
may be affected shall be appropriately protected by the Commonwealth of Puerto 


Rico. 
“ArticLte VII 


“‘(a) All real property within the Commonwealth of Puerto Rico acquired by 
the United States under Article VIII of the treaty between the United States 
and the Kingdom of Spain entered into on the 10th day of December 1898, and 
not heretofore disposed of by the United States (hereinafter referred to as Crown 
Property), except such real property as was reserved by the United States prior 
to March 2, 1917, for an essential public purpose, is and shall be the property of 
the Commonwealth of Puerto Rico, subject to the provisions of this Article. 

““(b) The President of the United States, from time to time, notwithstanding 
any other provisions of law, shall transfer to the Commonwealth of Puerto Rico 
the reserved Crown Property or parts thereof as said reserved Crown Property 
or parts thereof are no longer needed for an essential public purpose of the United 
States. Such transfers shall be without cost to the Commonwealth of Puerto 
Rico, except that the Commonwealth shall pay a consideration equal to the original 
cost of any improvements made by the United States which are or may be used 
by or useful to the Commonwealth, less physical depreciation, as may be deter- 
mined by the President or his designee. 

“(e) As soon as practicable, and in no event later than two years after the 
effective date of this Article, each federal agency which owns or controls any 
property in Puerto Rico shall submit to the President and the Congress a report 
specifying the property which it owns or controls and deseribing the need and 
essential public purpose, if any, served thereby. 

““(d) The President of the United States may, from time to time, accept from 
the Commonwealth of Puerto Rico any lands, buildings or other interests or 
property which may be needed for public purposes of the United States. 


“Articte VIII 


“The harbor areas, navigable streams, bodies of water and submerged lands in 
and around Puerto Rico, which are now under the control of the Commonwealth 
of Puerto Rico, are here>y transferred to the Commonwealth of Puerto Rico: 
Provided, however, That the use, occupancy and control of said harbor areas, 
waters and submerged lands by the United States or any Department or agency 
thereof shall not be impaired, and that the laws of the United States for the 
protection and improvement of the navigable waters and for the preservation of 
the interests of navigation and commerce shall continue to apply to Puerto 
Rico; and, Provided, further, That nothing contained in this Act shall be construed 
so as to affect or impair in any manner the terms or conditions of any authoriza- 
tions, permits or other powers heretofore lawfully transferred or exercised in or 
in respect of said harbor areas, waters and submerged lands by authorized officials 
of the United States. 

“ArRTILLE IX 


““(a) Except as otherwise provided in Articles III and IV hereof, the Federal 
Government shall have and may exercise the same powers in respect of Puerto 
Rico that it has in respect of the several States of the Union, and any law appli- 
cable to Puerto Rico, enacted in the exercise of said powers, shall have full force 
and effect without the necessity of concurrence or consent by the Commonwealth 
of Puerto Rico. Any law respecting Puerto Rico enacted bv the Congress in the 
exercise of other powers shall be applicable in respect of Puerto Rieo upon its 
acceptance by the Commonwealth of Puerto Rico. 
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“(b) Statutory laws of the United States heretofore enacted, insofar as they 
are consistent with this compact and are otherwise applicable, shall have force 
and effect in respect of Puerto Rico to the extent that they could be applied if 
Puerto Ricc were a member State of the Federal Union. 

“(c) Statutory laws of the United States hereafter enacted shall not be deemed 
to be applicable with respect to the Commonwealth of Puerto Rico unless specific- 
ally made applicable by Act of Congress, by reference to Puerto Rico, or to the 
Commonwealth of Puerto Rico, by name. 


“ARTICLE X 


“All public officials of the Commonwealth, its agencies, instrumentalities and 
political subdivisions, before entering upon their respective duties, shall take an 
oath to support the Constitution of the United States and the Constitution of the 
Commonwealth of Puerto Rico. 


“ArTICLE XI 


“(a) The Commonwealth of Puerto Rico shall be represented in the United 
States by a ‘Commissioner of Puerto Rico to the United States’ who shall be 
entitled to receive official recognition as the representative of the Commonwealth 
of Puerto Rico by all departments of the Government of the United States and 
shall have all the rights and privileges of a member of the House of Representa- 
tives of the Congress of the United States, except that he shall not be entitled to 
vote or to offer a motion to recommit. He shall be an ex-officio member of such 
committee of the House of ee as may have general charge of matters 
concerning Puerto Rico, shall be a member of such other committees as the House 
may determine, and shall be entitled to receive the same salary, emoluments, 
allowances, facilities and services as may be provided by law for the Members 
of the House of Representatives. 

““(b) The Commissioner shall be elected by the qualified electors of Puerto Rico 
at a general election to be held every four years under the Constitution of the 
Commonwealth of Puerto Rico; his term of office shall be four years from the third 
of January following his election and until his successor is qualified, and his 
election shall be certified by the Governor of Puerto Rico to the President of the 
United States and to the presiding officer of the House of Representatives of the 
Con of the United States. 

“(e) No person shall be eligibie for election as Commissioner who is not a 
citizen of the United States and of the Commonwealth of Puerto Rico, who is not 
more than twenty-five years of age, who does not read and write the English 
language and who does not meet such additional qualifications as the Constitution 
or laws of the Commonwealth of Puerto Rico may prescribe. 

**(d) In the case of vacancy to the office of the Commissioner by death, resig- 
nation or otherwise, the vacancy shall be filled for the remainder of the term as 
may be provided by the Constitution or laws of the Commonwealth of Puerto Rico. 


“Article XII y 


“The Commonwealth of Puerto Rico has and shall have full powers of self- 
vernment consistent with the powers which the Federal Government exercises 
accordance with this ne ag Such powers shall be exercised by the Com- 
monwealth in accordance with the applicable provisions of the Constitution of 
the United States, the terms of this compact and the Constitution of the Common- 
wealth of Puerto Rico. 
“ArticLte XIII 


“(a) The jurisdiction of the United States District Court for the District of 
Puerto Rico shall be the same as that provided by law with respect to the District 
Courts of the United States in the various districts in the States of the Union, 
including jurisdiction for the naturalization of aliens and residents of Puerto Rico 
who are not otherwise citizens of the United States. 

“(b) All proceedings in said Court shall be conducted in the English language, 
but if the judge of said Court shall determine that the interests of justice so 
require, and if the parties consent, he may order that any trial or proceeding be 
conducted in the Spanish language. 

““(e) The qualifications of jurors for proceedings in said Court shall be the same 
as the qualifications for jurors in the other District Courts of the United States: 
Provided, however, that no juror shall be required to have knowledge of the Spanish 
language in any proceeding to be conducted in the English language, nor be 
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required to have knowledge of the English language in any proceeding to be 
condueted in the Spanish language. 

““(d) No suit for the purpose of restraining the assessment or collection of any 
tax imposed under the laws of the Commonwealth of Puerto Rico shall be main- 
tained in the United States courts. 


“ARTICLE XIV 


“Final judgments or decrees rendered by the highest court of the Common- 
wealth of Puerto Rico in which a decision could be had shall be subject to review 
by the Supreme Court of the United States in like manner as judgments and 
decrees of the courts of the several States. 


“ARTICLE XV 


“Nothing in these Articles of Association shall affect the validity or applicability 
of laws of the United States heretofore enacted by the Congress which are in 
conflict with these Articles of Association and to which the Commonwealth of 
Puerto Rico has given its express consent. 


“ARTICLE XVI 


“At such time as the per ae income of Puerto Rico, as determined by the 
United States Department of Commerce, shall equal that of any member State 
of the Union, the provisions contained in Articles III(d), III (e), III(g), IV(e), 
IV(d) and IV(e) shall be subject to termination by the Congress and at such time 
due consideration shall be given by the Congress to such proposals for the 
revision of the fiscal relationships of the Commonwealth of Puerto Rico with the 
United States as may then be made by the Commonwealth of Puerto Rico or to 
such proposals with respect to the basic terms of association between Puerto Rico 
and t ederal Union as may then be submitted by the people of Puerto Rico on 
the basis of a plebiscite held under the laws of the Commonwealth of Puerto Rico.”’ 

Sec. 2. The compact between the United States and the ple of Puerto Rico 
is hereby further amended by deleting Section 5 of Public Law 600, Eighty-first 
Con , and by substituting therefor the following provisions: 

“Section 5: The following laws are hereby repealed: 

“The Act of Congress entitled ‘An Act temporarily to provide revenues and a 
civil government for Porto Rico, and for other purposes,’ approved April 12, 1900; 
the Act of Congress entitled ‘An Act to provide a civil government for Porto 
Rico, and for other purposes,’ apesoved March 2, 1917, as amended, and referred 
to as the Puerto Rican Federal Relations Act; and ail laws or parts of law in- 
consistent with any of the provisions of this Act or of the compact; Provided, 
however, That until the Commonwealth of Puerto Rico, by amendment of its 
constitution, shall have adopted limitations upon its debt-incurring capacity, it 
shall not exceed the limitations upon its public indebtedness set forth in Section 
3 of the Puerto Rican Federal Relations Act.’’ 

Sec. 3. This Act shall become effective when cee by a majority of the 
qualified voters of Puerto Rico participating in a referendum to be held in accord- 
ance with the laws of the Commonwealth of Puerto Rico and upon proclamation 
by the President after receipt by him of certification by the Governor of the 
Corampn weal of Puérto Rico of the results of such referendum. 


ADMINISTRATIVE OFFICE OF THE U.S. Courts, 
Washington, D.C., October 27, 1969. 
Hon. Wayne N. ASPINALL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. CHarrMan: This is in So to your letter requesting the views 
of the Judicial Conference of the United States with respect to H.R. 9234, a bill 
which provides for amendments to the compact between the people of Puerto 
Rico and the United States. 

The Judicial Conference of the United States at its meeting this September 
considered H.R. 9234 and the identical Senate bill 8. 2708. Its consideration of 
the bill was limited to thcse articles directly affecting the Federal judiciary, i.e., 
articles XIII and XIV. The report presented to the Conference construed these 
provisions as follows: 
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“Article XIII relates to the U.S. District Court for the District of Puerto Rico 
and provides in paragraph (a) that its jurisdiction shall be the same as that pro- 
vided by law with respect to district courts of the United States in the various 
districts in the States of the Union; in paragraph (b) that all proceedings in the 
court shall be in the English language except that if the judge determines that 
the interests of justice so require and the parties consent, he may order a trial to. 
be conducted in the Spanish language; in paragraph (c) that the qualifications of 
{eters in the district court shall be the same as though for jurors in the other 

ederal district courts, my that jurors in proceedings conducted in the Spanish 
language need not have a knowledge of English; and in paragraph (d) that no 
suit to restrain the assessment or collection of any tax imposed under the laws of 
Puerto Rico shall be maintzined in any U.S. court. Article XIV provides that 
the final judgments of the highest court of Puerto Rico shall be subject to review 
by the Supreme Court of the United States in like manner as the decisions of the 
highest courts of the several States of the Union, rather than by the Court of 
Angee for the First Circuit as at present.” 
, he Conference approved the committee’s recommendations which were as. 
ollows: 

“That the Conference approve paragraphs (a) and (d) of article ‘XIII which 
incorporate existing law and all of article XIV which incorporates a proposal 
previously approved by the Conference.! The committee further recommended 
the amendment of paragraphs (b) and (c) of article XIII so as to eliminate the 
authority to conduct trials in the Federal district court in Puerto Rico in the 
Spanish lan and the provision that jurors in such trials need not have 
knowledge of English. It was the view of the committee that since the U.S. 
District Court for the District of Puerto Rico is an integral part of the Federal 
omer system its proceedings should continue to be conducted in the English 

uage in accordance with the practice which has always been followed in the 
Federal courts everywhere and which has been followed in that court ever since 
its creation. —_ the recommendation of the committee the Conference ap- 
proved article XIV of S. 2708 and H.R. 9234 and also approved article XIII of 
the bills provided that paragraphs (b) and (c) thereof are amended to read as. 


follows: 
“(b) All proceedings in said court shall be conducted in the English 


language. 
Ko) ualifications of jurors, as fixed by the statutory laws of the United 
Fee apply to jurors selected to serve in the U.S. courts in Puerto. 
ico.”’ 
Sincerely yours, 
AuBREY GasQugE, 
Assistant Director. 


At the request of the committee the Legislative Reference Service. 
of the Library of Congress prepared the following section-by-section 
analysis of H.R. 9234: : 


Section-By-Section ANAtysis or H.R. 9234, 86TH ConGREss 


H.R. 9234, introduced by Resident Commissioner of Puerto Rico Mr; Fernos-. 
Isern, on September 12, 1959, provides for amendments to the compact between 
the Congress of the United States and the people of Puerto Rico set out in Public 
rey gen ane known as the Puerto Rican Federal Relations Act (48 

et seq.). 

Preamble-——The Puerto Rican Federal Relations Act specifies the terms of 
Puerto Rico’s association with the United States. This association is based on 
common citizenship, common defense and foreign affairs, a common market, a 
common currency, and a common desire to be governed by the —— of ‘the 
U.S. Constitution, such principles to be protected by Federal as well as local courts. 
Within the terms of this association, the compact presently provides for, self- 
government by the people of Puerto Rico, under a local government of their ow: 


choosing, under a constitution of their own adoption. ihe 

Comment: H.R. 9234 does not seek to modify this basic structure in any way. 
It merely seeks to amend the compact in order to eliminate certain inappropriate- 
provisions and to clarify and develop the terms of association so as to bet P 
achieve their purpose. 


1 See Annual Report, 1958 (p. 41). — 
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These amendments, as was the.original compact, must be ratified by the people 
of Puerto Rico in order to become effective. 

Title——The compact, as amended, shall be known as the Articles of Permanent 
Association of the Commonwealth of Puerto Rico With the United States. 

Comment: Although the exact present status of Puerto Rico is still under wide 
discussion, there appears to be no reason why the Puerto Rican Federal Relations 
Act should not be subject to amendments by Congress, when ratified by the people 
of Puerto Rico. It cannot, with authority, be claimed that the compact is irrevo- 
cable and thus not subject to amendment: First, because a bilateral agreement can 
Fy be made anew by both the parties to the agreement, and, second, because 
the Congress, in enacting Public Law 600, 8lst Congress, did not intend that 
the compact created by this act should be irrevocable. To bear this out, Senate 
Report 1779, 8ist Congress, accompanying 8. 3336, which became Public Law 600, 
contains the following statement: 

‘Because the issues have been raised, it should be stated clearly and unequivo- 
cally that.S. 3336 is not a statehood bill. Nor is it an independence bill. It does 
not commit the Congress, either expressly or by implication, to take any action 
whatever with respect to either. It in no way precludes future determination 
by future Congresses of the political status of Puerto Rico” (pp. 3-4). 


ARTICLE I. GEOGRAPHIC BOUNDARIES 


The article describes the geographical area which is to be included under the 
name of Puerto Rico and to which the compact shall apply. 

Comment: H.R. 9234 does not alter the present boundaries of Puerto Rico 
but merely clarifies them by making certain changes in the language. The 
Puerto Rican Federal Relations Act (sec. 1) describes the territory as including 
“the adjacent islands belonging to the United States’’ (48 USC. 731). This 
phrase might be interpreted as including the Virgin Islands. Furthermore the 
phrase ‘‘belonging to the United States’’ might be interpreted as an affirmation 
of a colonial status for Puerto Rico, it being contended by some that the word 
“‘belonging”’ denotes an intention to regard Puerto Rico as ‘“‘a possession’’ of the 
United States. The omission of this phrase from H.R. 9234 eliminates the possi- 
bility of such misconstruction of its meaning. 


ARTICLE II 


(a) Rights of U.S. citizens in Puerto Rico.—The rights, privileges, and immuni- 
ties of citizens of the United States guaranteed by the 14th amendment of the U.S. 
Constitution shall be respected in Puerto Rico as if she were a State of the Union; 
and citizens of the several States shall be entitled, in Puerto Rico, to all the rights, 
privileges, and immunities that the citizens of Puerto Rico would be entitled to 
anaes section 2 of article IV of the Constitution, if Puerto Rico were a State of the 

nion. 

Comments: The provision concerning the applicability of the 14th amendment 
to Puerto Rico will counteract a decision such as that in Mora v. Torres (D.C. 
Puerto Rico 1953, 113 F. Supp. 309, affirmed 206 F. 2d 377), which held that the 
rule existing prior to establishment of the new relationship pursuant to which 
Puerto Rico enjoys self-government; namely, that Puerto Rico was not a federated 
state within the terms of the 14th amendment to the Constitution, has not been 
changed by the new relationship, and the 14th amendment continues to be 
inapplicable to Puerto Rico. 

he provision concerning the coverage of paragraph 1 of section 2 of article IV 
of the Constitution is the same as is now contained in section 2 of the Puerto 
Rican Federal Relations Act (48 U.S.C. 737). 

(b) Full faith and credit clause.—The provisions contained in 28 U.S.C, 1738 
and 1739 (based on R.S. 905, 906) have already extended the full faith and credit 
clause of the Constitution to States, Territories, and possessions (Aichison, T. & 


S.F. R. Co. v. Sowers, 1909, 213 U.S. 55). This provision in H.R. 9234 emphasizes _ 


this by making it part of the compact. 

(c) Extradition of fugitives from justice.—This extradition provision has already 
been made ig to any “State, District, or Territory’ by the contents of 
18 U.S.C. 3182. The constitutional provision (art. IV, sec. 2, cl. 2) has long been 
held applicable to a Territory. The power to extradite fugitive criminals as 
between State and Territory is as complete as between one State and another 
(Ex parte Reggel, 114 U.S. 642, 650 [1885]). See also New York ex rel. Kopel v. 


el 
Bingham (211 U.S. 468 {1909]). The provace in H.R. 9234 emphasizes these 
the compact. 


facts and makes this provision a part o: 
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ARTICLE Il 


(a) Exemption of U.S. obligations from taxation.—This section exempts U.S. 
nen — the obligations of a State, Territory, or possession from taxation 
y Pue co. 

Comment: This will place Puerto Rico on a par with each State in the Union. 
This is also now the practice in Puerto Rico under the Commonwealth law. 
H.R. 9234 makes it a part of the compact. 

(b) Exemption of Puerto Rican obligations from taxation.—This section exempts 
all obligations issued by Puerto Rico from taxation by the United States, by 
Puerto Rico or any political subdivision thereof, by any State, Territory, or 
possession of the United States or a political subdivision thereof. 

Comment: A similar provision is now contained in section 3 of the Puerto Rican 
Federal Relations Act (48 U.S.C. 745). The provision concerning limitation on 
the indebtedness of Puerto Rico, which is now contained in this section 3 of the 
Puerto Rican Federal Relations Act, is omitted from this provision of H.R. 9234. 
The subject is temporarily covered, however, in section 2 of H.R. 9234 which we 
will discuss later. 

(c) Internal revenue tazes.—In levying internal revenue taxes, Puerto Rico shall 
make no discrimination between articles imported from the United States or from 
foreign countries and similar articles produced or manufactured in Puerto Rico. 
The officials of the customs and postal services of the United States shall assist the 
Commonwealth government in the collection of internal revenue taxes. 

Comment: The same provisions are now contained in section 3 of the Puerto 
Rican Federal Relations Act (48 U.S.C. 741a), the only difference being that the 

resent law directs the officials of the customs and postal services of the United 

tates to assist Puerto Rico in the collection of internal revenue taxes, while 
H.R. 9234 provides for such assistance ‘upon request of the Commonwealth of 
Puerto Rico.” 

(d) Puerto Rican articles coming into the United States.—Articles of merchandise 
manufactured in Puerto Rico, coming into the United States for consumption in 
the United States, shall be subject to taxation in Puerto Rico under its internal 
revenue laws at a rate not higher than the rate on like articles produced for con- 
sumption in Puerto Rico, but, in addition, shall be subject to payment to the 
United States of a compensatory tax in an amount equal to the difference between 
the internal revenue tax imposed thereon under the laws of Puerto Rico and the 
internal revenue tax imposed in the United States on like articles manufactured in 
the United States at the point of manufacture or production. The compensstory 
tax shall be covered into the Treasury of the United States. 

Comment: Under present law, as contained in section 7652 of the 1954 Internal 
Revenue Code, articles manufactured in Puerto Rico, coming into the United 
States for consumption in the United States, are subject to the same tax in the 
United States as like articles manufactured in the United States. However, the 
whole amount collected is covered into the Treasury of Puerto Rico (48 U.S.C. 
734). For example, if an American article is taxed 3 cents, a like Puerto Rican 
article is at present taxed the same 3 cents by the United States, but the entire 3 
cents is now covered into the Treasury of Puerto Rico, the purpose of the present. 
law being merely to protect the American product by equalizing the tax burden on 
articles of merchandise coming in from Puerto Rico, where the internal revenue 
laws of the United States do not apply, with the tax burden on like articles of 
American manufacture. 

At present, Puerto Rico does not tax such articles at all, for if she did the same 
article would be taxed, for example, 1 cent by Puerto Rico and 3 cents by the United 
States, making a total 4-cent tax, whereas a like article manufactured in the 
United States would only be taxed 3 cents. The Puerto Rican article would be 
unable to compete in the American market. Under H.R. 9234, Puerto Rico will 
be able to tax her article any amount. Thus, for example, if Puerto Rico taxes an 
article 2 cents and the United States taxes a like article 3 cents, the United States 
. would collect the difference of 1 cent, but this 1 cent would go into the U.S. 
Treasury and not to Puerto Rico. Puerto Rico would thus be making a contri- 
bution to the Federal Government, which she is not making at present. 

It might be argued that Puerto Rico could tax the item at the same rate that 
the United States taxes a like item so that the whole tax would remain in the 
treasury of Puerto Rico; but if she did this, she would be bound by this same 
section (d) of this same article III, to tax this product at the same rate for Puerto 
Rican consumption, and this greater tax rate might price the article out of her 
home market. Under the provisions of H.R. 9234, the American product would 
still be protected (against Puerto Rican imports) from an unequal tax burden, 
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but the treasury of Puerto Rico would lose the amount of the compensatory tax 
which the U.S. Treasury would gain. 

(e) Income taz.—The income tax laws of the United States shall apply in Puerto 
Rico on incomes of residents of Puerto Rico derived from sources outside Puerto 
Rico, including Federal salaries; but any tax levied by Puerto Rico on Federal 
salaries shall be credited against Federal income tax. 

Comment: Under present law (1954 Internal Revenue Code secs. 3401(6) (B) > 
and 933(1)) income from Federal salaries derived by a resident of Puerto Rico is 
taxable by the United States. 

(f) Social security laws.—The social security laws of the United States and taxes 
levied with respect thereto shall be extended to Puerto Rico when “specifically 
made applicable to Puerto Rico’’ by Congress. 

Comment: Except for unemployment insurance, the social insurance laws of 
the United States under which the participating States pay a substantial part of 
the cost of the program, now apply to Puerto Rico. Under H.R. 9234, these la 
Federal grants-in-aid, and unemployment insurance, any or all of them, woul 
be applicable to Puerto Rico only if specifically made applicable by Congress. 

(g) U.S. internal revenue laws.—Except as provided in sections (d) and (e) 
above, the internal revenue laws of the Tnited States shall have no force and 
effect in Puerto Rico. 

Comment: A similar provision is now contained in 48 U.S.C. 734. 

(h) Export duties.—-No export duties shall be levied or collected on exports from 
Puerto Rico. 

Comment: There is at present a similar provision contained in section 3 of the 
Puerto Rican Federal Relations Act (48 U.S.C. 741). 


ARTICLE IV 


(a) Free interchange of merchandise with the United States.—H.R, 9234 provides 
for the interchange of merchandise between the United States and Puerto Rico, 
free from. import duties and free of quantitative restrictions except those which 
are already in force, or such as may be placed on the commerce of any State. 

Comment: A similar provision is now included in section 3 of the Puerto Rican 
Federal Relations Act (48 U.S.C. 733). 

However, H.R. 9234 restricts such exemptions to products manufactured in 
Puerto Rico. As to foreign products imported into Puerte Rico for shipment to 
the United States, or products manufactured in Puerto Rico with foreign materials. 
worth more than 20 percent of the value of the finished product, if such products: 
or foreign materials are subject to a duty upon entry into Puerto Rico, lower than 
the duty to which like products are subject when imported into the United States, 
Puerto Rico, before shipping them to the United States, shall tax them at a rate 
equal to the difference between the duty already paid in Puerto Rico and the 
oe to which like products are subject in the United States. 

- Comment: This will prevent the evasion of United States duty on a foreign 
product by transshipment of such product through Puerto Rico. 

(b) and (f) Foreign imports.—All articles imported into Puerto Rico from ports 
other than those of the United States shall be free from all quantitative restric- ; 
tions other than those which could be imposed upon a State. . 

Comment: This provision will make it possible for the United States to pro- 
hibit extensive imports into Puerto Rico of foreign products which the President 
determines will hurt American industry. 

Tariffs, customs and duties levied, collected and paid on all articles imported 
into Puerto Rico from ports other than those of the United States, shall be the 
same as those required on all articles imported into the United States from foreign 
countries; however, on coffee brought into Puerto Rico, the Commonwealth of 
Puerto Rico may fix the amount of duty. 

Comment: The same provision is now contained in the Puerto Rican Federal 
Relations Act (48 U.S.C. 739), except that the present law sets the duty of coffee 
at 5 cents per pound. 

The President, upon request of Puerto Rico, may, under applicable Federal 
law, negotiate special provisions in trade agreements applicable to Puerto Rico 
concerning commodities of particular importance to the economy of Puerto Rico. | 

Comment: This provision permits adjustments in trade agreements to meet 
the special needs of Puerto Rico. The transshipment to the United States of ; 
products imported into Puerto Rico under such adjustments has already been 
covered in section (a) of this article, supra. 
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(c), (d), and (e): H.R. 9234 retains the present provisions of the Federal Rela- 
tions Act (48 U.S.C. sec. 740) that the duties, tariffs, and customs collected in Puerto 
Rico shall be paid into the ago of Puerto Rico and that the Secretary of the 
Treasury of the United States shall regulate the collection of the duties and taxes 
authorized to be levied. However, where the present law provides for deduction 
of the expenses of collection before payment of the proceeds into the Puerto Rican 
treasury, H.R. 9234 contemplates full payment to Puerto Rico, with advances to 
be made by Puerto Rico to the Secretary of the Treasury of the United States, of 
amounts estimated by the U.S. Secretary of the Treasury to be necessary to de- 
fray such expenses. Such advances shall be deposited in the Treasury of the 
United States as a permanent trust fund without fiscal year limitations. The 
Secretary of the Treasury shall from time to time return to the Puerto Rican 
treasury such amounts as he determines are not required for such expenses. 


‘ARTICLE V. U.S. CITIZENSHIP 


All persons born in Puerto Rico on or after April 11, 1899, and subject to the 
jurisdiction of the United States are citizens of the United States as if born in a 
tate of the Union. This act shall not deprive a person of citizenship lawfully 
acquired or declare as a citizen a person who has lost his U.S. nationality under 
treaties or laws of the United States. Residence in Puerto Rico shall be equiva- 
lent to residence in a State in the Union for purposes of naturalization. pon 
establishing his residence in Puerto Rico according to the laws of Puerto Rico, a 
citizen of the United States shall be deemed a citizen of Puerto Rico. No person 
born in Puerto Rico shall be subject to loss of his U.S. citizenship by residence in 
a foreign country. 

Comment: Laws of similar tenor are now contained in 48 U.S.C., sections 733, 
733a, and in 8 U.S.C., section 1402. H.R. 9234, in addition, seeks to establish 
the U.S. citizenship of certain persons who may previously have not been citizens 
by virtue of the fact that they were born to alien parents in Puerto Rico before 
1941 and were not residents of Puerto Rico on January 13, 1941, as required by 
8 U.S.C., section 1402. 


ARTICLE VI, FEDERAL FUNCTIONS 


The Commonwealth of Puerto Rico may reimburse the United States for ex- 
penses incurred by the United States in the conduct of Federal functions and 
services in Puerto Rico. The United States may delegate or transfer functions 
to Puerto Rico subject to conditions prescribed by Congress and accepted by 
Puerto Rico, in which event Puerto Rico shall protect the rights and tenure of 
Federal employees affected by such transfer or delegation. 

Comment: This provision would make it possible for Puerto Rico, as its 
economy permits, to make contributions for the support of the Federal Govern- 
ment or to relieve the Federal Government of certain functions. Congress would 
have to act again to authorize such a transfer of functions. 


ARTICLE VII. PUBLIC PROPERTY 


(a) All real property acquired by the United States under the Treaty of 1898 

with Spain, not heretofore disposed of, and not reserved to the United States 

rior to March 2, 1917, for essential public purposes shall be the property of the 
of Puerto Rico. 

Comment: A similar provision is now carried in 48 U.S.C., section 747. 

(b), (ec), and (d): The President shall, from time to time, transfer to Puerto 
Rico such parts of the property reserved to the United States as is no longer 
needed for essential public purposes, Puerto Rico to pay only for the original cost 
of any improvements made by the United States on such property, which are 
useful to the Commonwealth, less physical depreciation as may be determined by 
the President. The President may from time to time accept from the Common- 
wealth lands, buildings, or property which may be needed for Federal public 
purposes. Within 2 years after effective date of this act, each Federal agenc 
owning or controlling property in Puerto Rico shall submit a report to the Presi- 
dent and Congress specifying the property which it owns or controls and describing 
the essential purpose served thereby. 

Comment: Similar provisions are now contained in 48 U.S.C., section 748. 
The provision for a report is new. 
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ARTICLE VIII. HARBORS AND NAVIGABLE WATERS 


“The bill retains the present provisions of 48 U.S.C., section 749 which transfers 
‘to the Commonwealth the harbors and navigable waters and submerged lands in 
and around Puerto Rico, now under the control of Puerto Rico. The use, occu- 

ancy, and control of these by the United States shall not be impaired. The 

ederal laws for the protection and improvement of navigable waters shall con- 
tinue to apply to same. 
ARTICLE IX. STATUTORY LAWS 


(a) Except as otherwise provided in this compact, the Federal Government may 
exercise the same powers in respect to Puerto Rico as to the several States of the 
Union, and any law. applicable to Puerto Rico. which is,enacted,in the exercise of 
Federal powers shall have full force without the necessity of the consent of Puerto 
Rico. owever, any law respecting Puerto Rico, enacted by Congress in the 
pepe of other powers, shall be applicable to Puerto Rico only upon its acceptance 
-of same. 

(b) Statutory laws of the United States heretofore enacted, consistent with 

“this compact, shall have full force in respect to Puerto Rico to the extent that 
‘they would be applicable to Puerto Rico if she were a State in the Union. 

(c) Statutory laws of the United States hereafter enacted shall not be applicable 
‘with respect to the Commonwealth of Puerto Rico unless specifically made appli- 
‘cable by Congress by reference to Puerto Rico by name. 

Comment: The present section 9 of the Puerto Rican Federal Relations Act, 
-as amended (48 U.S.C.A., Supp. sec. 734) provides that the statutory laws of the 
‘United States, not locally inapplicable, except as hereinbefore or hereinafter 
-otherwise provided, shall have the same force and effect. in Puerto Rico as in the 
‘United States, except certain internal revenue laws. Some controversey has 
-developed over the meaning. and effect of this provision. Although the Federal 
-as well as the Commonwealth courts have consistently held that the Federal laws 
-do not apply to Puerto Rico beyond the extent of their applicability to a State 
‘in the Union, the alleged ambiguity of this provision — rise to many law 
-suits (see annotated cases after 48 U.S.C.A. sec. 734). H.R. 9234 seeks to elimi- 
nate any ambiguity which may now exist in this provision. 


ARTICLE X. LOYALTY OATH 


All public officials of the Commonwealth and its political subdivisions, before 
entering upon their duties, shall take an oath to support the Constitution of the 
United States and the constitution of the Commonwealth of Puerto Rico. 

Comment: This corresponds to the present provisions of section 10 of the 
‘Federal Relations Act (48 U.S.C. see. 874). 


ARTICLE XI. REPRESENTATION IN THE UNITED STATES 


The Commonwealth of Puerto Rico shall be represented in the United States 
by a ‘Commissioner of Puerto Rico to the United States” who shall be officially 
recognized by all Government departments as the representative of the Common- 
wealth, and shall have all the rights and privileges of a Member of the House of 
Representatives except that he shall not Ge entitled to vote or to offer a motion 
to recommit. He shall receive the same salary, emoluments, allowance, facilities, 
and services as may be provided by law for Members of the House. 

He shall be elected every 4 years, and no person shall be eligible for election 
as Commissioner unless he is a citizen of the United States and of the Common- 
wealth of Puerto Rico, is over 25 years of age, reads and writes English, and meets 
such additional qualifications as Puerto Rico may prescribe. In case of a vacancy 
in the office, the vacancy for the remainder of the term shall be filled according 
to the provisions of the constitution or laws of Puerto Rico. 

Comment: Similar provisions are now contained in the Puerto Rican Federal 
Relations Act (48 U.S.C. secs. 891-894) and in 2 U.S.C. sec. 31. However, 
H.R. 9234 has made a few changes in these provisions. The Commissioner’s 

resent privileges in the House are based on a rule of the House (rule XII). 
hese privileges under H.R. 9234 will be extended to him by law. As to his 
p meme we Puerto Rico will be able to add to these, a thing which it cannot 
o under present law, and which it is doubtful whether the States may do as to 
their hg “peat in Congress. In case of a vacancy, the manner of filling 
same will be left to the Commonwealth, whereas now there is a specific procedure 


set out by law (48 U.S.C. sec. 892). 
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ARTICLE XII, SELF-GOVERNMENT 


The Commonwealth of Puerto Rico has and shall have full powers of self- 
government which shall be exercised in accordance with the applicable provisions 
of the Constitution of the United States, the terms of this compact, and the 
constitution of Puerto Rico. ; 

Comment: This article corresponds to the present section 37 of the Puerto 
Rican Federal Relations Act (48 U.S.C. 821). It affirms the self-government of 
Puerto Rico, consistent with the powers of the Federal Government, the compact, 
the applicable provisions of the U.S. Constitution, and the provisions of the 
Puerto Rican constitution. i 


ARTICLE XIII. COURTS 


The jurisdiction of the U.S. District Court for the District of Puerto Rico shall 
be the same as that of the district courts in the various districts in the States, 
ineluding jurisdiction over naturalization proceedings. The proceedings in the 
district court shall be conducted in English unless the judge determines, and the 
parties agree, that the interests of justice require that the Spanish language be 
used. The qualifications of jurors shall be the same as that required:in other - 
district courts of the United States except that the jurors need not be bilingual 
but must know English when the proceedings are conducted in English, and 
Spanish when the proceedings are to be conducted in Spanish. No suit shall be 
maintained in Federal courts to restrain the assessment or the collection of a tax 
levied by the Commonwealth. 

Comment: There are now corresponding provisions in sections 41, 42, 44, and 48. 
of the Puerto Rican Federal Relations Act (48 U.S.C. 863, 864, 867, 872). The 
provisions concerning the Spanish lan, are new. Under the present law, 

oceedings are often delayed and complicated because of the need for translation 

uring the course of the trial where the defendant speaks only Spanish although 
the judge and the attorneys are bilingual. H.R. 9234 will permit the proceedings 
to be conducted in Spanish in such cases, providing everyone agrees. Although 
it will be necessary to translate the record into English in cases where an appeal 
is taken, on the whole it would simplify and expedite proceedings, and since the 
majority of cases are not appealed, would avoid unnecessary expense. 


ARTICLE XIV. APPEALS 


_ Final decisions of the highest court of Puerto Rico in which a decision could be 
had shall be subject to review by the Supreme Court of the United States in like 
manner as judgments and decrees of the courts of the several States. 

Comment: The present provisions on this point are contained in 28 U.S.C. 1293, 
1294, which provide that the Court of Appeals for the First Circuit shall have 
jurisdiction of appeals from all final decisions of the Supreme Court of Puerto 

ico, in all cases involving the Constitution, laws or treaties of the United States 
or any authority exercised thereunder, in all habeas corpus eee and in 
all other civil cases where the amount in controversy exceeds $5,000. H.R. 9234 
would place Puerto Rico on an equal footing with the several States in the matter 
of review of decisions by the Supreme Court of the United States. This provision 
has been recommended by the ts. Court of Appeals for the First Circuit which 
now has jurisdiction of such appeals. 


ARTICLE XV. FEDERAL LAWS IN CONFLICT WITH COMPACT 


Nothing in the articles of association shall affect the validity of Federal laws 
heretofore enacted by Congress, which are in conflict with these articles of associa- 
tion, ne the Commonwealth of Puerto Rico has given its express consent 
to such laws. 

Comment: This provision reaffirms the validity of acts which have already 
been enacted and consented to, so that there will be no doubt that the new 
articles of association will not invalidate them. The type of act referred to is 
the Narcotic Control Act of 1956 (26 U.S.C.A., 1958 supp., 4774), the application 
of which to Puerto Rico would have conflicted with the provision of the compact, 
that the Federal internal revenue laws shall have no force or effect on Puerto 
Rico. For this reason, the Narcotics Control Act of 1956 contains the following 
provision: ‘“* * * On and after the effective date of the Narcotic Control Act 
of 1956, the provisions referred to in the preceding sentence shall not epPly. to 
the Commonwealth of Puerto Rico unless the Legislative Assembly of the Com- 
monwealth of Puerto Rico expressly consents thereto in the manner prescribed 
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in the constitution of the Commonwealth of Puerto Rico for the enactment of a 
law.” By its J.R. No. 1 1 a> July 25, 1956, the Legislature of Puerto Rico 
expressed its consent. H.R. 9234 affirms that this law and laws of this ty 
where such procedure was utilized by Congress and the Commonwealth, will 
continue to be effective in Puerto Rico. 


ARTICLE XVI. REVISION OF FISCAL RELATIONSHIP 


When the U.S. Department of Commerce shall determine that the per capita 
income of Puerto Rico shall equal that of any State in the Union, the followin 
rovisions of the articles of permanent association proposed b H.R. 9234 shal 
subject to termination by Congress and due consideration shall then be given 
by Congress to proposals by Puerto Rico for the revision of its fiseal relationships 
with the United States or to proposals submitted by the people of Puerto Rico 
on the basis of a plebiscite with respect to the basic terms of association between 
Puerto Rico and the Federal Union: 
Article III(d), regarding articles of Puerto Rican manufacture coming into the 
United States; 
Article III(e), relating to the applicability of U.S. income tax laws to Puerto 


ico; 

Article III(g), relating to the applicability of U.S. revenue laws to Puerto Rico; 

Article IV(c), relating to regulation of Puerto Rican import duties by the 
Secretary of the Treasury of the United States; 

Article IV(d), providing that all tariffs, customs, and duties collected iu Prerto 
Rico be paid into the Treasury of Puerto Rico; 

Article IV(e), relating to advancement by Puerto Rico, of funds to the Secretary 
of the Treasury of the Bnited States to defray expenses necessary for collection of 
duties levied and collected in Puerto Rico. 


SECTION 2 OF H.R. 9234, REPEAL OF EXISTING ACTS 


This section repeals the Organic Act of Puerto Rico, and such sections of the 
Puerto Rico Civil Code of April 12, 1900, as are still in effect. It also includes a 
stopgap provision concerning the debt limits of the Commonwealth, continuin 
the debt limit of section 3 of the Federal Relations Act (48 U.S.C. 745) unti 
debt limitation provisions are included in the Puerto Rican Constitution. 


SECTION 3 OF H.R. 9234, EFFECTIVE DATE 


This act shall become effective when approved by a majority of the qualified 
ous of Puerto Rico in a referendum and upon subsequent proclamation by the 
resident. 


‘ 

‘ 
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APPENDIX I 
Puerto Rico PLANNING BoarpD 


Puerto Rico: Selected indexes of social and economic progress, = years 1989-40, 
1948-49, 1954-55, 1955-56, 1956-57, and 1957-6 


Item 1939-40 | 1948-49 | 1954-55 | 1955-56 | 1956-57 | 1957-58 
Production (gross product): 
In current prices (millions of dollars) _. 287 712 1, 116 1, 152 1, 204 1, 286 
In 1954 prices (millions of dollars)... 499 797 1,114 1,145 1,151 1,196 
Per capita (current dollars) ........... 154 325 508 559 
Per capita (1954 dollars)__......_______ 269 364 495 506 506 520 
Personal consumption expenditures (mil- 
lions.of dollars)... .2.2...2...-..1--.--.-- 236 635 958 1, 005 1, 038 1,106 
Gross fixed domestic investment (millions 
23 116 196 207 256 274 
Net income: 
In current prices (millions of dollars) _. 225 597 924 1,014 1,079 
capita (current dollars) 121 272 411 421 446 
By industrial origin (millions of 
dollars): 
anufac and 
27 95 154 165 179 191 
Government (commonwealth and 
| 19 71 108 119 133 146 
Government (Federal)............ pz 46 113 86 80 81 
58 151 227 233 253 273 
Wages and salaries (millions of dollars) ___- 125 374 593 600 649 686 
Net profits of business enterprises (mil- 
(2) 219 326 355 367 
Personal income (millions of dollars) ___.-- () 642 962 1,004 1, 069 1, 106 
Disposable personal income (millions of 
dollars) @) 628 942 976 1, 036 1, 069 
Labor force, total (in thousands) _......._. 3 602 647 637 643 636 637 
3 536 578 539 558 552 555 
Agriculture, forestry, and fishing.. ® 214 164 161 152 151 
Manufacturing except home- 
needlework. (?) 50 66 74 79 79 
Trade...... Q) 85 90 93 97 
RES @ 44 50 55 57 65 
170 169 75 170 163 
Unemployment 3 66 69 97 85 84 82 
Percent of labor force... ll 15 13 13 13 
E.D.A. promoted and assisted factories 
in operation as of the end of the year 
(cumulative since 1947) :4 
Promoted Num... ?) $302 $365 434 
Id_. 2 32 565 81 
Agriculture: Value of production (millions ; 
84 192 212 222 205 $214 
Transportation and communication: 
Number of registered motor vehicles 
26, 847 57,258 | 105,413 | 116,346] 128,395 140, 197 
Number of telephones in service as of 
June 30. . 2... 16, 778 30, 852 47, 789 53, 452 58, 360 63, 607 
External trade: 
Exports (millions of dollars). ........- 92 204 353 406 416 487 
Per capita (dollars). .............- 49 93 156 179 196 202 
Imports (millions of dellars) 107 351 575 710 728 
B Per ita ‘doling: 57 160 254 279 315 
anign as of June ions of dollars); 
76 251 357 404 446 j 
Private checking accounts. 23° 84 1124 119 4 149 
Private savings accounts... 17 49 77 103 } 129 
Government 27 8 89 90 98 $9 
Other. 4 3I 47 63 70 79 
Loans 23 119 217 266 310 331 
Debits __. 73 275 418 448 535 
Assets... 93 414 475 518 542 
Investments... 4 138 117 125 116 120 


See footnotes at end of table, p. 102. 
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Puerto Rico: Selected indexes of social and economic progress, fiscal years 1939-40, 
1948-49, 1954-65, 1955-56, 1956-57, and 1957-59—Continued 


Item 1939-40 | 1948-49 | 1954-55 | 1955-56 | 1956-57 | 1957-58 
Vital statistics: 
71,869, 2, 185, 000 263,090 |2, 267,000 |2, 281,000 | 2,317, 453 
497 | —34,011 | —31,182 | —61,647 | —48,284 | —25, 956 
Birth rate ( rr population) _..... 39.0 39.0 34.9 34.2 33.3 31.8 
Death rate (per 1,000 Ppuiation) swag 18.2 11.4 7.4 7.1 6.9 2 
Life expectancy (years) 46 $61 $68 568 68 868 
Number of physicians *..............-. 509 855 1, 419 1, 465 1, 642 1, 745 
na Persons per physician................. 8, A72 2, 556 1, 595 1, 547 1, 389 1,325 
ucation: 
Enrollment, total !°_..............-.-. a 452,960 | 668,019 | 700,398 | 698, 360 st 
113 | 386.229 | 520.226 | 545,195 | 583, 683 443 
vate accredited. ..............- 11, 328 20, 942 38, 969 42, 752 44, 947 48, 847 
University of Puerto Rico '\__.... 4, 987 11, 105 13, 232 14, 292 15, 178 16, 753 
Other schools of college level... .-.- (?) 761 3, 129 3, 553 3, 691 () 
Literacy of population 10 years old 
and over (percent) .................- 68.5 13 75.3 80.4 81.5 83.2 83.8 
Number of teachers...............-.-- 6, 294 8, 716 10, 717 11, 504 12, 189 12, 302 


Includes construction, insurance and real estate, services 
and net factor income received 

§ Data not available. 

4 Figures for April 1940. 

4A promoted plant received some kind of assistance from E.D.A. and/or PRIDCO during its establish- 
an assisted plant received it subsequently. 


¢ Prel 

’ an. 1, 1940. 

* Figures for fiscal year 1949 correspond to an average estimate for period 1949-51; figures tor fiscal years 
--, 1956, 1957, and 1958, correspond to life expectancy for onese year 1955. 

igures for calendar | 1949, 1955, 1954, 1957, and 1 


19 Includes lic schools, vocational ups terse. progran jal courses for 


The , of Eperte } Rico includes the enrollment of the eee. of Puerto Rico at Rio Piedras, 
Sehool of ee College of Agriculture and Extramural Courses, 


Source: Puerto Rico Planning Board, Bureau of Economics and Statistics, Division of Statistics, Eco- 
nomic Indices Section. 


APPENDIX II 
Banking institutions operating in Puerto Rico, June 30, 1958 
{Dollars in millions] 
Bank Number of | Total assets Total 
units deposits 
Private 
Commonwealth 
Banco Popular de Puerto Rico. 33 $122.3 $109. 7 
Banco ito y Poncefio. 24 89.9 79.7 
de Ponce. 114 57.0 51.2 
Banco de San Juan. 3 11.9 10.7 
Co Bank 5 5.9 4.9 
de Economias y Préstamos.... 3 3.1 2.4 
Banco de San German. 1 2.3 1.9 
State chartered: 
The Chase Manhattan Bank 4 4.3 49.2 
National chartered: 
The First National City Bank of New York.......... 9 97.1 92.9 
‘The Royal of Canada 5 17.1 16.1 
The Bank of 3 14.7 6.4 
tor Pesto Riso 1 63.8 20.5 
Puerto Rico Bank for Cooperatives 1 
Total 106 551.5 445.6 


1 Does not include 2 units established in the United States. 
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APPENDIX III 
Commonwealth government revenues, fiscal years 1957 and 1958 
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(Dollars in thousands] 

1957 1958 Percent 

change 
Total. $197, 754 $203, 564 2.9 
From Commonwealth sources 154, 792 163, 209 5.4 
Tax revenues 138, 986 146, 903 5.7 
Pro’ taxes. 9, 059 10, 263 13.3 
Li soy Be total 47, 169 51, 065 8.3 

On receipts of residents: 
rporations and partnerships...............-| 

On remittances to nonresidents. .............-| 1, 357 2, 236 64.8 
Inheritance and taxes. 896 2, 026 126.1 
Excise taxes, 70, 288 72, 549 3.2 

Alcoholic beverages 23, 435 23, 254 —.8 

Distilled spirits 12, 422 12, 574 1,2 

Beer-_..... 9, 916 9, —2.1 

Other. 1, 097 976 —11.0 

Other items. 46, 853 49, 295 5.2 

Tob products. 18, 244 18, 295 3 

Petroleum products...... 11, 296 13, 063 15.6 

lectr ppli pa 

Other a , 307 6, 933 —5.1 
Licenses. 6, 374 5, 525 —13.3 

Motor vehicles. 5, 063 4, 185 —17.3 
Alcoholic beverages. 265 268 11 

Other. 1,046 1,072 2.5 
Customs. 5, 200 5, 475 5.3 
Nontax rev 15, 806 16, 306 3.2 
Enrollment fees... 3, 690 3, 479 —5.7 
Permits, fees, and business charges. 1, 16.5 
Lottery proceeds.....-. 5, 232 6, 210 18.7 
Income from investments 1, 280 —33.6 
iscell 4,744 4, 765 4 

From non-Commonwealth sources 42, 962 40, 355 —6.1 
U.S. excises on offshore shipments. -. 19, 295 18, 528 —4.0 
Federal grants-in-aid 23, 667 21, 827 —7.8 
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APPENDIX IV 
Functional distribution of Commonwealth government expenditures, fiscal years- 


1957-68 
[Dollars in millions] 
Expenditures Distribution 
(percent) 
1957 1958 1957 1958 
Total $221 $229 100 100» 
General government. _-...........--.. 26 27 12 12 
Public safety and 18 18 8. 
Industrial, agricultural and commercial 19 24 10: 
Education - - 62 63 27 
General welfare...............----- 23 23 ll 10 
Transportation and communication -- 19 22 10° 
Interest on debt 1 2 1 
Emergency relief li 1 5 () 
er 12 13 5 6. 
1 Less than 1 percent. 
APPENDIX V 
Significant facts on Commonwealth and municipal debt, fiscal years 1940, 1957, 1958 
Commonwealth Municipal 
1940 1957 1958 1940 1957 1958 
Net debt (millions). -| $26.8] $48.6] $61.4] $17.6 | $22.0 $19.6 
Debt service requirements (millions) .................. 2.1 4.3 5.1 2.8 3.5 3.4 
Legal debt incurring capacity (millions) _ - - 31.2 104.4 157.5 21.5 83.0 93.0 
Commonwealth net income (millions) - -.. -| 225.3 [1,014.2 |1,079.0 | 225.3 |1,014.2 | 1,079.0 
Public revenues (millions) 27.5 | 197.8 | 203.6 14.2 34.9 33.5 
Net debt per capita 14.3 21.4 26.5 9.1 9.6 8. 5- 
Percent 
Net debt 
Commonwealth net income 11.9 4.8 5.7 7.8 2.2 1,8. 
Public rev 97.5 24.6 30.2 | 123.9 63.0 58.5 
Legal debt incurring capacity................. 85.9 46.6 39.0 81.9 26.5 21.1 
Debt service requirements to— 
Commonwealth net income 9 .4 1.2 3. 
Public rev 7.6). 2.2 2.5 19.7 10.0 10.1 
Legal debt.incurring capacity...... 41 3.2 13.0 4.2 3.7 


Nore.—Figures for 1958 are preliminary, some of the figures for 1940 and 1957 were revised. 
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VII) 
Power system expansion statistics 
{Power production and disposition of electric energy in kilowatt-hours] 

1951-52 1956-57 1957-58 
Hydroplant duction rn 840 551, 610 907, 578 
Steamplant production..... 1, O67, 190; 800 1, 398, 398,400 
Purchased power. --_....- 11, 023, 085 14, 892, 209 14, 062, 587 
Gross generation requirements. -.-- 685,026, 925 |1, 341, 624,619 | 1, 584, 203, 265 

Used by authority and consumed in ransmission and distribu: 94,504, 876 200, 790, 020 

Power delivered to consumers 573, 427, 258 |1, 078, 420, 562 1, 208, 808, O76 


APPENDIX VIII 
Flow of Federal funds into, and receipts from, the Commonwealth of Puerto Rico 


Executive Orrice OF THE PRESIDENT, 
Bureau oF THE Bupcet, 
= Washington, D.C., October 29, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. — 

My Dear Mr. Cuarrman: Pursuant to your request of June 24, 1959, this 
office has developed a comprehensive report on the flow of Federal funds into 
and receipts from, the Commonwealth of Puerto Rico. The information contained 
in the attached tables was obtained from the departments and agencies through 
a questionnaire  peenarent by the Bureau of the Budget. a 

ertain qualifications and limitations with respect to the data-should be noted. 
Correct and complete data cannot be obtained in some cases, and estimates based 
on available data and informed judgment were used. Minor omissions and dis- 
crepancies may also have occurred. It is also impossible to determine the exact 
extent to which certain payments may actually reach and be expended in Puerto 
Rico and the exact extent to which certain receipts as! come from Puerto Rican 
sources. For example, Federal employees in Puerto Rico may spend a portion 
of their salaries (which are included in the tables on a gross basis) in traveling 
in the States. Their contributions to the retirement system and for Government 
life insurance may also never finally result in expenditures in Puerto Rico. 
Further, passport fees and certain other receipts, while collected in Puerto Rico, 
may have come in part from sources outside of the- Commonwealth. Such 
possible discrepancies should be noted in considering the figures presented. 

Part 1 of the attachments lists Federal funds going to Puerto Rico. Those 
funds are divided into three categories: (1) grants-in-aid and other direct payments 
to Puerto Rico, its local government units and individuals and groups in Puerto 
Rico (table A); (2) loans, advances and various miscellaneous payments made to 
individuals, public bodies, and other groups in Puerto Rico (table C) ; and (3) ad- 
ministrative expenses (table D) covering personal services, supplies, rents and 
other costs of operating Federal programs in Puerto Rico (excluding costs of pay- 
ments included in the other categories). There is also included in part 1 a listing 
of total grant-in-aid expenditures for each year from 1934 through 1958 (table B). 

Part 2 of the attachments lists funds received by the Federal Government from 
Puerto Rican sources, including primarily taxes, interest on loans and repayments 
on loans. Insofar as possible, as you requested, the listings include actual 
payments, expenditures, and receipts for fiscal year 1959 together with estimates 
of the amounts which would have been paid, expended or received under those 
programs if Puerto Rico had been treated like the States. 

In summary, about $312,010,909 in Federal funds went into Puerto Rico during 
fiscal year 1959 either as grants, loans or other payments to public or private 
sources in the Commonwealth or as administrative expenditures made in the 
Commonwealth. That total consists of some $178,039,946 in grants and direct 

ayments, $36,441,311 in loans, advances. and miscellaneous payments, and 
B97, 529,652 in administrative.expenses. If Puerto Rico had been treated like the 
States, it is estimated that $291,066,118 in Federal funds would have flowed into 
Puerto Rico in 1959, consisting of $156,921,405 in grants and direct payments, 
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$36,441,311 in loans, advances, and miscellaneous payments, and $97,703,402 in 
administrative expenses. 

Taxes, interest payments, loan repayments and other receipts from Puerto Rico 
amounted to about $95,124,616 in fiscal year 1959. If Puerto Rico had been 
treated like the States, it is estimated that ag» would have amounted to 
$262,078,878, an increase of about $167 million. That increase, combined with 
the estimated reduction in Federal expenditures of about $21 million, indicates 
that there would have been an overall shift in the flow of funds totaling roughly. 
$188 million if Puerto Rico had been treated like the States in fiscal year 1959. 

As the attachments reveal, few changes would occur in the operation of loan 

grams and in the general level of administrative expenses if Puerto Rico were 
treated like the States. However, there would be significant changes in a few 
ant-in-aid programs and in the administration of internal revenue and customs 
aws. The Department of Health, Education, and Welfare estimates, for example, 
that payments under its grant-in-aid programs would have increased by about 
$5.6 million in 1959 if Puerto Rico were treated like the States, the bulk of that 
increase being in the public assistance programs. On the other hand, it is esti- 
mated that some $27.3 million in excise taxes and customs duties which were 
collected by the Federal Government and paid to Puerto Rico would instead be 
retained by the Federal Government if the Commonwealth were treated like the 
States. Further, it is estimated that the Federal Government’s receipts under 
the internal revenue laws would increase by about $167 million if the laws ap- 
plicable in the States were applied to Puerto Rico. 

The tables and totals generally exclude the following: (a) funds allotted to the 
Commonwealth under grant-in-aid programs but not utilized by Puerto Rico; 
(b) funds received and paid under certain trust fund operations, such as postal 
savings and money orders, which do not actually constitute permanent Federal 
funds; and (c) funds used in certain operations, such as those of the Federal 
home loan banks, Federal Deposit Insurance Corporation, and institutions under 
the ee Eee Administration, which are considered in the same category as 
trust funds. 

We hope that the attachments will provide your committee with data necessary 
for its further consideration of bills relating to relationships between the Common- 
wealth of Puerto Rico and the Federal Government. 

Sincerely yours, 
8. Hueuss, 
Assistant Director for Legislative Reference. 


OcToBER 1959. 
PART 1. FEDERAL FUNDS GOING TO PUBRTO RICO 


A. Grants-in-aid and other direct payments 


Below are listed, on a pro ied rogram basis, the grants-in-aid and other 
direct payments made by the Federal Government to Puerto Rico, its local govern- 
ment units and individuals and groups in Puerto Rico during fiscal year 1959, 
together with estimates of the amounts which would have heen paid if Puerto 
Rico were treated like the States. Asterisks (*) denote those programs where 
different payments would result from treatment like the States. The figures 
cited are based on actual expenditures, allotments or estimates, yor ge on 
the type of data available. In those instances where Puerto Rico did not utilize 
grants allotted to it or where it would not be eligible for certain benefits because 
of a local conditions regardless of treatment like the States, appropriate 
xplanation is made in footnotes. A few grant programs, which are not nation- 
wide in scope, are not included. 

In general, the programs covered are the same as those cited in the Treasury 
Department’s annual compilation of Federal aid payments. Thus, for similar 
historical data, see the Annual Report of the Secretary of the Treasury or Senate 
Report No. 442, 85th Congress, Ist session: ‘‘Reduction of Nonessential Federal 
Expenditures.’”’ However, the listing below includes various payments of tax 
receipts to Puerto Rico, certain payments to veterans, payments under the old- 
age, survivors, and disability insurance system, and certain minor payments to 
individuals which do not appear in those sources. 

Finally, it must be noted generally that there are excluded from the listi 
pour involving “payments,” such as those administered by the Feder: 

eposit Insurance Corporation and Federal Home Loan Bank Board, which do 
not involve appropriated Federal funds. Also excluded are certain other trust 
fund operations such as those involved in postal savings and money orders which 
do not actually involve Federal funds. 


| 
1g 
te 
he | 
ct | 
nd | 
he 
ito 
ts, 


See footnotes at end of table, p. 109. 
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1959 payments to 
Puerto R 
Program 
(a) Under | (6) If treated: 
current law States 
t of ture: 
Agricultural experiment stations $769, 412 $769, 412° 
Cooperative agricultural extension work . 1, 387, 394 1, 387, 394 
School lunch program !.-_.-- 857, 908 857, 908 - 
National forests fund, shared rev 1,853 1, 853: 
al land re 331 
Cooperative projects in marketing ? 0 » 
tate and private forestry cooperation *. J 0 0 
Waters’ protection ?_........ 0 0: 
Commodity Credit Corporation, value of commodities donated.......--- | 4, 769, 694 4, 769, 694. 
Credit Corporation, special milk program 0 Unknown 
Removal of surplus agricultural commodities... _................----.-.- 6, 586, 720 6, 586, 720° 
cultural conservation (payments to individuals) .......... 981, 587 981, 587 
7 ca of Sugar Act (payments to individuals) #..........-....-| 18,661, 217 13, 661, 217 
Fed of Coin 4, 675, 951 4, 675, 951 
e wa: 
Refunds of ered tent and trademark fees 10 
of 
P Lease of ood contro la a 7, 448, 000 7, 448, 000 
Department of Health, Education, and Welfare: 

American Printing House for the Blind = 2, 762 2, 762° 
Colleges of agricultural and mechanic arts § rt 50, 000 *91, 227 
Cooperative vocational education i 722, 380 *730, 299° 
School construction in federally affected areas 6. oy 119, 500 119, 500° 
School operation in federally affected areas ¢ x 1, 004, 775 1, 004, 775. 
Defense education: 

Equipment and remod Itt)’ 117, 000 *117, 

State 1, 525 *1, 525- 

Guidance, counseling and testing (title V) 7 24, 000 *24, 000° 

Institutes for counseling (title V)-.. 41, 597 , 597 

Language development (title VI) ?_._. 0 0 

Educational media research VII) 0 0 

Area vocational a rogram (title VIII). 46, 977 46,977 

Graduate fellowships (title IV) 2 0 oO 

Improvement of statistics oa 0 0 
Cooperative research agreements anna! 19, 090 19, 090: 
Library services. 110, 000 110, 000: 
Vocational rehabilitation support. 595, 910 595, 910» 
Public Health Service: 

General health. 353, 000 *692, 300 

Tubercuiosis control 154, 800 *173, 900 

Water pollution control 60, 200 *92, 200 

Waste treatment works 1, 168, 100 *1, 992, 525 

Hospital construction 5, 037, 774. 5, 037, 774 

Cancer control » 38, 300 *70, 400 

Heart disease control. 63, 200 *91, 700 

Mental health 49, 000 *86, 700 

Venereal trol 31, 100 31, 100 

Research and training 

training 70, 877 70, 877 
Public health per 1 0 0 
Hospita) construction 100, 000 100, 000 
National Cancer Institute. 52, 934 52, 934 
National Mental Health Institute. 181, 345 181, 345 
National Heart Institute. ....-- 239, 757 239, 757 
National Dental Research Institute... 20, 678 20, 678 
National Arthritis and Metabolic Diseases Institute 109, 265 109, 265 
National Allergy and Infectious Diseases Institute_.........-.... 114, 094 114, 094 
ee Neuro. ——— Diseases and Blindness Institute......... 147, 292 147, 292 

Social Security inistration: 

to disability determinations (BOASI).. 42, 954 42, 954 

Maternal and child health services 367, 379 *382, 000 

Services for crippled children. pt 386, 432 *401, 000 

ubliec 
and aged) __._...... 8, 476, 901 *12, 746, 000 
Donated +r! mt y pia 1, 592, 123 1, 592, 123 
Department of the | 
Wildlife restoration sed 12, 000 *82, 000 
Fish restoration _-___- sons 2 10, 000 *46, 000 
ent of Justice: Gratuities to discharged prisoners. -............-.-. 132 132 
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1959 payments to 
Puerto Rico 
Program 
(a) Under | (6) If treated 
current law | like States 
ent of Labor: 
Unemployment compensation and employment service administration *_ , 255, 741 *$1, 755, 741 
compensation for veterans and Federal 4, 173, 036 4, 173, 086 
aay unemployment compensation. ......-.-...--..---=--------- 3, 253, 3, 253, 848 
of benefits under Federal Employees’ Com- 226, 
Collection and labor turnover statistics by contract 
Treasury Depart shipments to U.S. mainland 
Alcohol.....-....-..- 19, 638, 000 *0 
1, 392, 000 *0 
Customs duties collected on imports into Puerto Rico, after deduction 
of administrative costs... 6, 425, 000 
Old-age, survivors, and disability insurance benefits ( ald from Treas- 
ury trust fund—benefits administered, and estimated by HEW)_.._..| 29,000,000 29, 000, 000 
Atamie Energy Commission: Construction and other assistance to schools... 1, 000, 000 1, 000, 000 
ederal Power Commission: Payments to States under Federal Power Act, 
shared revenues. 26 26 
Federal Aviation Agency: 
Federal-aid airports !°_ 0 be) 
Establishment of air navigation facilities. 225, 449 225, 449 
Housing and Home Finance Agency: , 
Defense community facilities and services ? 0 al 
Urban renewal. . 728, 425 728, 
Annual contributions, Public Housing Admin 3, 234, 805 3, 234, 805 
National Science Foundation: Facilities, ions and research grants... 211, 570 211, 570 
Office of Civil and Defense Mobilization: 
Federal contributions 6, 095 6, 095 
Donations of surplus, property (through HEW) 68, 161 68, 161 
Disaster relief 0 , 0 
Small Business Administration: Research and management counseling 
grants. 40, 000 40, 000 
Veterans’ Administration: 
Vocational a and education. 147, 752 147, 752 
Readjustmen 19, 520, 853 19, 520, 853 
Vocational rehabilitation revolving fund. 1, 800 1, 800 
Homes for disabled " 0 *Unknown 
Veterans’ compensation 11, 822, 636 11, 822, 
Veterans’ pensi 9, 117, 208 9, 117, 208 
Veterans’ subsist 479, 893 479, 
Total grants-in-aid and other direct payments 178, 039, 946 156, 921, 405 


1 Includes value of commodities distributed, $434 


1 Puerto Rico is eligible to share in the program yy the States, but received no funds in 1959. 
date no need for extension has been deter- 


3 Extension of program to Puerto Rico is discretion 
mined. No estimate is feasible as to what payments m 


To 
sht be made if 


program 
4 A separate production quota exists under the Sugar Act for Puerto Rico, Hawaii 
to determine how existing quotas might be 
— 


and various foreign areas. It is im oe ago 

Rico and Hawaii quotas were som: led with mainland States’ 
5 Bankhead-Jones Act would extend to Ponts Rico if treated like the 
* Puerto Rico is considered a State under 


affected areas, but it receives no payments use it has no local educat 


Government does, however, conduct school programs directly on Federal installat 


shown are those provided by the Office of Education for such 
7 Under title III and title V of the Defense Ed 


were extended. 


rograms for constructing 


cies. 


the mainland States, 
reallotted if Puerto 


in federally 
Federal 


and the amounts 
programs. 
ucation Act allotments are now made to Puerto Rico on 


basis of need rather than by the formulas applicable to States. If the State formulas were applied, 


erto Rico’s allotment for 


uipment and remodeling would have increased from $796,081 to $1,292,000; 


the allotment for State administration would have increased from $7,000 to $20,000; and the allotment for 
guidance, counseling, and testing would have increased from $73,000 to $145, 000. The amounts shown in 


e chart are those port 
matching funds. It is presumed that an increase in the allotment 
altered the Commonwealth’s actual participation in the p 


Pe ya om is eligible for treatment as a State, but its 


rtions of Puerto Rico’s allotment actually expended in 
e tates would n ve 


- ucational agency does not meet requirements 
pad e Addition of $600,000, if treated as @ State, would be for administration of unemployment compensation 


* Puerto Rico did not utilize any of its 1959 grant in this area, It was allotted $600,000 under current 


law; as a State it would have been allotted 


u wut co ap licable; numbers of disabled who might enter State homes is unknown. Payment by VA 


annually per member of 
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B. Total grant-in-aid expenditures in Puerto Rico, 1934-68 


(Expenditures by the Federal Government as grants-in-aid and other direct pay- 
ments to Puerto Rico, its local government units, and individuals and groups 
within Puerto Rico, 1934-58) 


11, 982, 219 | 1950.2... 65, 565, 932 
5, 419, 848 | 47, 934, 411 
29, 535, 505 | 55, 018, 868 
42, 975, 402 54, 515, 725 
31, 991, 226 | 89, 787, 092 
| ee 18, 938, 957 Total, 1934-58_... 960, 039, 566 
17, 884, 652 


Sources: 1934-56 data from 8. No. 85th .» Ist sess : “Reduction of Nonessential Federal 
Data from 2 sources are comparable, 


C. Loans and miscellaneous payments 


Below are listed, on a basis, the loans made jg Federal 
Government to individuals, public ies, and other froups in Puerto Rico 
during fiscal year 1959. Also covered are certain miscellaneous payments, such 
as insurance efits, which do not properly fit into the categories covered in 
table A. With one exception explained in footnote 2, there is no difference in 
treatment between Puerto Rico and the States in those pro . The total 
amount of loans outstanding as of June 30, 1959, is also cited. Again, various 
programs involving loans and advances, such as the operations of the Federal 

me loan banks and institutions under the Farm Credit Administration, which 
do not deal in appropriated Federal funds are not covered. 
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Program 
Department of Agriculture: 1959 payments in 
Loans for rural electrification (total outstanding, June 30, 1959: Puerto Rico 
Loans for Farmers Home Administration programs (total out- 
standing, June 30, 1959: $8,146,793)____.._...------------ 2, 894, 598 
Crop insurance indemnity payments ?___...._.......-------- 0 
Department of Health, Education, and Welfare: * . 
Loans for students, defense education (title II) (total outstand- 
to nonprofit private schools defense education (title IID 
Housing and Home Finance Agency: 
Community Facilities Administration: 
College housing construction advances---........-----.-- 616, 000 
School construction (with HEW)--........------------- 6, 387 
Urban Renewal Administration: 
Advances (total outstanding, June 30, 1959: $159,881)___- 45, 605 
Loans (total outstanding, June 30, 1959: $5,986,851)___..- 1, 958, 400 
Federal National Mortgage Association: 
Mortgage market operations (total 
outstanding, June 30, 1959: $6,980,000) _...........--. 4, 288, 000 
Mortgage purchases, special assistance (total outstanding, 
June 30, 1959: $6,199,000) 2, 745, 000 
Mortgage purchases, management, and liquidation (total 
outstanding, June 30, 1959: $18,323,000)_.......-..... 
Federal Housing 
Public Housing Administration: Loans and advances_-------- 12, 815, 458 
Business Administration: 
Business loans (total outstanding, June 30, 1959: $4,413,096)__ 2, 829, 601 
Disaster loans (total outstanding, June 30, 1959: $230,937) _._- 200 
Small-business investment company loans 


State and local development company loans-----...---------- 0 

Veterans’ Administration: 
Loan guarantee, miscellaneous services and credit reports... -.- 9, 055 
Total loans and miscellaneous payments............-.-..-- 36, 441, 311 


d 
3 Payments relating to the old-age, survivors, and disability insurance system, administered by the 
Social Security Administration, are made out of the old-age and saesieers insurance and disability insurance 
trust fun he Treasury Department, table A. 


D. Administrative expenses 


Below are listed, on a program-by-program basis, the funds used to administer 
various Federal Government programs in Puerto Rico during fiscal year 1959, 
together with estimates of the amounts which would have been u if Puerto 
Rico had been treated like the States. Asterisks (*) denote those programs where 
different expenditures would be incurred as the result of treatment like the States. 
The figures cited are based on actual expenditures, obligations or estimates, de- 
pending on the ve of data vailable. 

The amounts below include expenditures for personal services, supplies, rents, 
communications, and other administrative expenses in Puerto Rico. Exclud 
insofar as possible, are amounts paid for su plies and services procured outside o 

erto Rico which may eventually be used in operations in the Commonwealth. 
Excluded are amounts covered in tables A and C above. Excluded also are 
amounts used to administer a few programs, such as those of the Federal Home 
Loan Bank Board and Federal Deposit Insurance Corporation, not involving - 

ropriated funds. Several agencies having minor or part-time operations 
erto Rico are also omitted. 


1 The rural telephone loan prepam also applies in Puerto Rico, but no loans have as yet been made. 
? Crop insurance is not offered directly on crops grown in Puerto Rico. Reinsurance may be offered on 
coffee crops but there have not been, as yet, any contracts of this nature. No estimate is feasible as to what 
amoun on insurance 
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It must be noted that salaries were included on a gross basis. Ineome taxes 
and other amounts deducted from such salaries may not actually ‘‘flow into” 
Puerto Rico since they are never received by the employees. However, certain 
of those deductions which constitute receipts for the ederal Government appear 
as part of those receipts in part 2. Further, it must be noted that outside em- 
aang may travel to Puerto Rico or employees in Puerto Rico may travel ” the 

tes, thus creating slight discrepancies in the real flow of funds. 


1959 expenses in Puerto Rico 
(a) Under (0) If treated 
current law like States 
t of A ture: 
Commodity Stabilization Service. é $704, 870 . $704,870 
Farmers Home Administration 584, 457 584, 457 
t Research Service 
Control and lati 366, 441 
h activities... 261, 864 261, 864 
Forest Service_...... 198, 321 198, 321 
Other (notional school lunch surplus odity removal, 
national se’ program, comm remo’ 
meat inspection) 90, 920 90, 920 
Crop and livestock reporting - - 0 *40, 000 
Department ommerce: 
_. Bureau of the Census 1,060, 000 1, 060, 000 
— and Geodetic ervey: 17, 546 17, 546 
ureau of Public Roads 112, 411 112, 411 
National Bureau of Standards. by 22, 
Weather Bureau..... 291, 080 291,080 
Department of Defense: ! 

Salaries of active and retired military persounel 37, 641, 000 37, 641, 000 
Military constructio: 10, 702, 000 10, 702, 000 
Operation and mintntediaisos of facilities (including salaries of civilian 

personnel) ___ 20, 787, 000 20, 787, 000 
Research and development. 372, 000 372, 000 
Civil 445, 000 445, 000 
154, 000 154, 000 

Department of Health, Education, and Welfare: 
Public Health Service 
Control of venereal di 8, 547 8, 547 
Communicable disease activities. 42, 200 42, 200 
Hospitals and medical care 153, 390 | 153, 390 
uarantine activities. 125, 806 125, 806 
eurol and blindness. 190, 044 190, 044 
Social Security Administration: 
Bureau of Old-Age, Survivors an and Disability Insurance *_.......} 807, 050 807, 050 
Bureau of Federal Credit 6,185 6, 185 
Department of the Interior: 
Bureau of Sport Fisheries and Wildlife. . 950 *1, 200 
Geological Survey: * 
Topographical surveys and mapping. 53, 927 53, 927 
Geological and mineral resources surveys and mapping Bepeeisiat 126, 400 126, 400 
Water resources investigations 100, 725 ~ 100, 725 
‘National Park Service 81, 973 81,973 
t of Justice: 
Federal Bureau of Investigation 564, 600 564, 600 
Immigration and Naturalization Service. 279, 400 279, 400 
Federal Prison 8 13, 628 13, 628 
Legal and activities 125, 800 125, 800 
Department of Labor: 
Employment service for veterans. 20, 613 20, 613 
wre Labor Standards Act, 370, 200 370, 200 
Labor Standards Act, legal functions 41, 484 41, 484 

ve on joyment rig 
Statiotios on wages and ont ied ustrial relations... .... ‘Tere 0 *12, 000 
Report on labor force. 0 *30, 000 
Consumer price index compilation 0 *50, 000 


1 Includes all military departments. 
2 Cpe rom br expense are paid out of old-age and survivors insurance and disability insurance 


tures melude contributions By Puerto Rico, see under receipts 


| 


§ Includes tax unit paid out of receipts from excise taxes, 


PART 2. FUNDS RECEIVED FROM PUERTO RICO 


Below are listed, on a program-b 
Government from sources within Pi 
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1959 expenses in Puerto Rico 
Program 
(@) Under If treated 
current law like States 
Post Office Department 
es: 

Postmasters. $736, 898 | $736, 898 
Super visors. 415, 329 415, 329 
Clerks. 3, 148, 877 3, 148, 877 
arriers._. 1, 147, 824 1, 147, 824 
Special delivery 187, 749 187, 749 
us Lecce 228, 947 228, 947 
Contract stations 112, 895 112, 895 
2, 704 2, 704 
Uniform allowances. -- ‘21,070 ~~ 21,070 
Travel, FICA, resirement, | (employer’s 301, 760 301, 760 
Government vehicle operatio 77, 979 77, 979 
Vehicle hire.. 9, 335 9, 335 
Rent-__-.- 130, 493 130, 493 
Communications. 6, lll 6, lll 
36, 588 36, 588 
Supplies and. maint 7, 957 7, 957 

De ment: 4 
Bureau of Accounts. 22, 955 22, 955 
Bureau of Customs --....- 1, 250, 000 1, 250, 000 
Internal Revenue Service °_- 403, 099 403, 099 
Secret Service... 17, 554 17, 554 
Coast Guard. 975, 000 975, 000 

Federal Aviation Aj gency: 

Air navigation facilities_....-- 362, 117 362, 117 
Air traffie control _._.-......---- 762, 239 762, 239 
Flight operations and airworthiness- -.. 44, 629 44, 629 
Stock and stores ........- 7, 410 7, 410 
Rental of aircraft __- ae 90 90 
Operation of aircraft. 312 312 

General Services Administration: ¢ 
Construction contract payments. 24, 392 24, 392 
Other and utilities) 45, 809 45, 809 
Housing Home Finance Agency: 
Community Facilities Administration: 
College housing loans........- 55, 800 55, 800 
Public facilities loans _. 500 500 
Public works planning_ ie 1, 700 1, 700 
School construction p m 2, 400 2, 400 
Urban Renewal Administration. 424, 700 424, 700 
Federal Housing Administration. 401, 538 401, 538 
Public Housing Administration. ----_--- 348, 145 348, 145 
Federal National M arenes, A jatior 0 0 
ey 108, 345 108, 345 
Veterans’ Administration: 
118, 175 118, 175 
Contact 157, 011 157, 011 
Vocational rehabilitation and education 356, 356, 495 
Finance. 266, 266, 224 
Administration _.___- we oe 235, 979 235, 979 
Hospital inpatient care_ 5, 794, 813 5, 794, 813 
Outpatient care. ._..... Mec 1, 038, 328 1, 038, 328 
Medical research. 101, 479 101, 479 
Education and training. 4,080 4,080 
Veterans Canteen Service. 31,074 31,074 
Judiciary: Expenses of court.....-- 165, 000 165, 000 
Total administrative expenses. 97, 529, 652 97, 703, 402 
4 Expenditures are for fiscal year 


program basis, funds received by the Federal 
uerto Rico during fiscal year 1959, together 


with estimates of the amounts which would have been received from such sources 
if Puerto Rico were treated like the States. Asterisks (*) denote those programs 
where different receipts would result from treatment like the States. The figures 
cited are based on actual receipts or estimates, depending on the type of data 


available. 
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It must be noted that in some cases the funds received may not derive from 
residents of Puerto Rico but may come from visitors. Excluded from the as 
are “receipts” for certain programs which do not involve appropriated Federa 
funds, such as the receipts of Federal home loan banks and institutions under 
the Farm Credit Administration. Excluded also are receipts for certain trust 


fund operations such as 
not actually remain with the Federal Government. 


postal savings and money orders (except fees) which do 


1959 receipts from 
Puerto Rico 
Program 
(a) Under | (0) If treated 
current law tke States 
Department of Agriculture: ; 
aepapenns of principal of loans: 
Farmers Home Administration $2, 920, 145 $2, 920, 145 
Commodity Credit C ration 1, 089, 107 1, 089, 107 
Rural Electrification Administration ! 181, 000 181, 000 
Interest collections on loans: 
Farmers Home Administration 329, 148 329, 148 
Commodity Credit tion. 7,410 7,410 
Rural E Administration ! 443, 969 443, 969 
Other. 209 209 
Insurance preraiums: 
Farmers eons Administration 9, 109 9, 109 
Federal crop insurance ?_ 0 *Unknown 
Revenues from national forests. - 6, 865 6, 865 
Revenues from submarginal lands. 1, 325 1, 325 
and penalties under commodity 0 0 
iscellaneous (collateral and appraisal fees surplus mate- 
rials, and Bommerce: 3 2, 406 2, 406 
Department of Commerce: 
Patent and trademark fees 2,000 2,000 
Sale of standard ey (Bureau of Standards) - .. 4 4 
Calibrations (Bureau of Standards) 350 350 
ment of Defense: 4 
Sale of io ¢ and salvage. 205, 000 205, 000 
Sale of land and buildings. 15, 000 15, 000 
and services. 143, 000 143, 000 
Rent of land facilities____ 200, 000 200, 000 
Department of Health, Education, and W : 
on grants for vocational cenention gas rehabilitation..... 254 254 
Reimbursement for care at outpatient clinics (PHS)_...................- 3, 535 3, 535 
Fees for supervision and examination of Federal unions. .........- 6, 176 6, 176 
For of relating to and disability insurance 
Department of the Interior: Surees contributions received for: 
ical and mapping... 20, 054 20, 054 
+e a d mineral resources and mapping..............- 34, 900 34, 900 
| 50, 000 50, 000 
Department of J Justice: 2.138 2,196 
tion on naturalization fees and permits 13, 13, 
Department of Labi: For receipts under Federal Unemployment Tax Act, 
under 
Post Office Department: § 
Stamps, post cards, envelopes, etc 3, 529, 195 3, 529, 195 
Postage 1, 485, 904 1, 485, 904 
Second class postage. 17,015 17,015 
it mail re 97, 591 97, 591 
Money order fees. 431, 150 431, 150 
x rents 244, 964 _ 244, 964 
Migratory bird stamps 626 626 
ther. . 6, 803 6, 803 
Department of State: At acts ms 26, 450 26, 450 
Treasury Departmen 
Corporation — and profits taxes 7 19, 000 *59, 600, 000 
Individual income tax not withheld 7 * 2, 443, 000 } *76, 500, 000 
Withheld income tax and old-age and disability insurance ? §____.......- 19, 445, 000 P 
Other old-age and disability insurance *_._. 6, 200, 000 6, 200, 000 
insurance. (19) *1, 300, 000 
Estate tax. 0 *1, 000, 000 
Gift tax__- 0 *100, 000 
Alcohol taxes 11 19, 638, 000 *47, 800, 000 
Tobacco taxes 11_ 1, 392, 000 *8, 700, 000 
Excise tax on sugar. 2, 418, 000 2, 418, 000 
Other excise taxes-_-___... 0 *14, 880, 000 
not otherwise classified 1,000 *22, 000 
Customs.- -. 8, 680, 000 8, 680, 000 


See footnotes at end of table, p. 115, 
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1959 receipts from 
Puerto 
Program 
(a) Under | (6) Iftreated 
current law | like States 
Federal Aviation Agency: 
Refund of utility charges. $920 $920 
Excise taxes (communication services, collected for IRS)...........-.---- 0 *262 
Rent of equipment and facilities. % 875 875 
Telephone and telegraph service_____ 2, 563 2, 563 
General Services Administration: ' 
850 850 
Other collections. 4, 250 4, 250 
Pecilities 
ommunity Facilities s' on: 
College housing loans —- a 14, 480 14, 480 
u works p ng (repaymen vances 
School construction program (project inspection fees). ...........-... 16 16 
Urban Renewal Administration: 
Repayment of advances- 411, 141 411, 141 
Repayment of loans-- 832, 067 832, 067 
Interest on loans. 186, 494 186, 494 
Deepen and audit fees__ 32, 232 32, 232 
Fed Housing Administration: 
178, 336 178, 336 
Premiums... 686, 312 686, 312 
lic Administration: 
vg ty © - 12, 893, 486 12, 893, 486 
Interest on loans.............. 47, 399 47, 399 
Federal National Association: 
yment of loans: 
gone the market operations. 121, 000 121, 000 
8 assistance functions 69, 000 69, 
anagement and liquidation functions. 2, 247, 000 2, 247, 000 
Interest: 
Secondary market operations..................-...-------------- 245, 000 245, 
assistance 2, 180, 000 2, 180, 000 
anagement and liquidation functions 797, 000 797, 
Small Business Administration: 
Charter and license fees from small business investment companies.....- 0 0 
Interest and fees on business loans_.........- 194, 562 562 
Interest and fees on disaster loans 7, 197 7,197 
Interest, fees, and repayments on debentures and loans to small business 
investment companies and to State and local development companies... 0 o 
Repayment on business loans 724, 619 724, 619 
Repayment on disaster loans. 28, 112 23, 112 
Veterans’ Administration: 
Interest on loans... 528, 605 528, 605 
Repayment of loans. -.....----------- 694, 854 694, 854 
Vocational rehabilitation revolving fund 2, 235 2, 235 
Veterans Canteen Service sales. ___._..-. 188, 970 188, 970 
Reimbursement for hospitalization _ -- 13, 000 13, 000 
Reimbursement for outpatient medical services 400 400 
Judiciary: Receipts of court. 24, 400 24, 400 
Total receipts-_ 95, 124, 616 262, 078, 878 


1 The rural telephone loan program applies to Puerto Rico but no loans have as yet been made. 

? Crop insurance is not offered directly in Puerto Rico. Reinsurance may be offered on coffee crops but 
there have not been, as yet, any contracts of this nature. No estimate is feasible as to what insurance 
premiums would amount to if crop insurance were in effect. 

3 The other programs of the Department, aside from crop insurance, which do not operate in Puerto Rico, 
such as the soil bank and special milk prcgreme, would only generate minor amounts of miscellaneous 
receipts if extended to the Commonwealth. 

4 Includes all military departments. 

5 Not included are receipts whicn go into trust funds for eventual repayment. Those are receipts 
sale of savings stamps ($793,605) and money orders ($43,670,604) and postal savings deposits ($1,576,915). 

* Estimates of receipts under treatment as a State are based on estimated current levels of income and 
consumption. Tey do not, for example, take into account any reduction in consumption of liquor and 
tobacco which mig'it occur upon imposition of the Federal excise tax rates. Furthermore, Puerto Rican 
income and death tax rates are more comparable to Federal tax rates than to rates of the States. Therefore, 
unless Puerto Rican rates were reduced, the combined tax might exceed the tax base in some cases. 

7 Income taxes now payable represent taxes on income received by residents from sources outside Puerto 
Rico ny liabilities incurred before moving to Puerto Rico. 

§ The bulk of present collections are old-age, survivors and disability insurance taxes. HEW estimates 
such taxes equaled $19,300,000. The additional amount estimated in column (b) is entirely income tax. 

* That portion of old-age and disability insurance tax collections which comes from Commonwealth 
local government employers and es is paid into the T: Department’s trust funds through 
the fae Beene ank of New York rather than through internal revenue operations. 


Currently, excise taxes are collected only on shipments to the U.S. mainland. Puerto Rico imposes 
excise taxes on items consumed in the Co wealth, 
12 Data are for fiscal year 1958. 


O 


